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WE BACKGROUND 

The Federal Telecommunications Act of 1996 ( A c t )  made sweeping 
changes to the regulation of telecommunications cammon carriers in 
this country. Of particular importance, it provided for the 
abolition nationwide of the incumbent local exchange carriers' 
monopolies over the provision of local exchange eervice. The Act: 
envisioned three strategies fo r  firms to enter the local exchange 
services market: (1) through resale of the incumbcnt'a servicce; 
(2) via pure facilities-baaed offerings, thus only requiring a 
competitor to interconnect with the incumbent's network; and ( 3 1  
through a hybrid involving t h e  leasing of unbundled network 
elements (UNEs) of the incumbent's network facilities, typically in 
conjunction with network facilities owned by the entrant. 

Although the A c t  generally spelled out the broad policy term#,  
the implementation details were left to the Federal Communications 
Commission (FCC). Specifically, the Act required that the FCC 
promulgate rules to implement the reeale ,  interconnection, and UNE 
requirements within six months a€ter passage of the A c t .  The rules 
subsequently establiehed by the FCC provided detailed 
implementation requirements for pricing and provieion of UNEe and 
services. Of importance to this docket, the FCC's Local 
Competition Order, released August 8 ,  1996, included in its pricing 
rules Rule 51.507/€), which requires each state commission to 
establish rate zones for'UNEs, the deaveraging rule. That rule 
states: 

State commissions ehall establish different rates f o r  
elements in at least three defined geographic areas 
within the state to reflect geographic coat diEferences. 

Since their eetablishment, theee pricing rules have been the 
subject of a number of court decieione and FCC actions, which have 
directly impacted t h i d  issue and its resolution. 

Our proceeding was initiated on December 10, 1996, when a 
group o€ carriers, collectively called the Competitive Carriers, 
filed their Petition for Commieeion Action to Support Local 
Competition in BellSouth's Service Territory. Among other matterm, 
the Competitive Carriers' Petition asked that w e  eet  dcaveraged 
unbundled network element (UNE) rates. 
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On May 2 6 ,  1 9 9 9 ,  we issued Order No. PSC-99-107B-PCO-TP, 
granting in part and denying in part the Competitive Carriers' 
petition. Specifically, w e  granted the request to open a generic 
UNE pricing docket for the three major incumbent local exchange 
providers, BellSouth Telecommunications, Inc. (8ellSouth) , Sprint- 
Florida, Incorporated (Sprint), and GTE Florida Incorporated 
( G T E F L ) .  Accordingly, t h i s  docket was opened to address the 
deaveraged pricing of U N E s ,  as well as the pricing of UNE 
combinations and nonrecurring charges. An administrative hearing 
was- held on July 17, 2000, on the Part One issues identified in 
Order No. PSC-00-2015-PCO-TP, iesued June 8 ,  2000. Part Two issues, 
also identified in Order No. PSC-00-201S-PCO-TP, were heard in an 
adminietrative hearing on September 19-22, 2000, On August 18, 
2000, Order No. PSC-00-1486-PCO-TP was issued granting Verizon 
Florida Inc. ' a  (formerly GTEFL) Motion to Bifurcate and Suspend 
Proceedings, as well as Sprint's Motion to Bifurcate Proceedings, 
for a Continuance and Leave to Withdraw Cost Studies and Certain 
Testimony. 

By Order No. PSC-01-1592-PCO-TP, issued August 2 ,  2001 ,  the 
controlling dates fo r  Phase 111 were established. By O r d e r  No 
PSC-01-2132-PCO-TP, issued October 2 9 ,  2001, the issues were 
established and the Docket waa divided into 990649A-TP, in which 
filings directed towards the BellSouth track would be placed, and 
9906498-TP, in which €il ings directed towarde the Sprint-Verizon 
track would be placed. An hdministrative hearing was held on A p r i l  
29-30, 2002. 

First, we have been aeked to determine what factors should be 
considered in establishing rates and charges €or UNEs, including 
deaveraged UNEs and UNE combinations. 

We first consider Sections 2 5 2  ( d )  (1) (A)  and (BI  of the  
Telecommunications Act of 1996 (the Act) , which states that network 
e 1 erne n t rat e a 

( A )  s h a l l  be-- 

providiriq the interconnection or necwoik element 
(whichever is applicable), and 

( 1 1  I nondiscriminatory, and 

(I31 may include a reasonable pro€it 

The appropriate methodology a s  determined by  he FCC 1 5  A U L  
forth in 4 '1  C . F . R .  5 51.505(b). S e c c i o n  51 505fbl d c l l n c s  'TEI.RIC 
as 

. . t h e  Eorward-looking COSII ovei ctie long run  o€ t h e  
total quantity of che Eacilities and f u r t u t ~ o n s  that die 
directly attributable to, or reasonably identiliable a s  
incremental to, such element,  calculated t a k i n g  a s  a 
given tlie incumbenr LEC's pi-ovision O E  other eleminls 

(1 )  The total elernent long-ruri irici-eiiiciital CCJst c > f  

an elenrent should be measured based (311 ihe iise o f  [ I r e :  
mo8K ef flcient telecommunLcaLions Leclirrc,1c)cJy C I I I  i t t i 1 1  

available and the lowest cost network configut-at ion, 
given t h e  existing location of the incunibeiit LEC's wire 
ccrlt t?L-9 

Section S1.505 ( b ]  further provides that a Ca1wdrd-look111g coat 
of capital and economic dGpreciation rates must be used. Sect ion 
5 1  . 5 0 5 ( a )  ( 2 )  piovides that the Eorward-looklny cost of a IJIJE rlrould 
I riclude "a reasonable a1 locat l o t 1  O E  €ut w a r d  - luoklng coiiiinail CCISL Y 

. .  

Verizon witness Trimble identifies t h e  objectives LhaL tlliould 
be met in developing UNE races. He. states thaL "the Conimlsslon 
should consider rhe eEfect of UEJE r a t e s  on the preservatlo11 and 
advancement O E  universal servlce and on the development of € a i r  and 
efficient competitlan." To accomplish this task, witness Trimble 
oplnes that "UNE rates should reflect a reasonable share of cominon 
costs, and should be deaveraged o n l y  for those l M E s  t h a t  exlllblr. 
inaterial variations in cost based on geograph)?." He dryiies  t h a t  
the costs of deaveraging and the potential €or increased r a t e  
arbitrage must be weighed a g a i n s t  expected consumer g a i i i a .  

( i )  based on the coat  (determined without reference t o  a 
rate-o€-return or other tate-based proceeding) o€ 
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witness Trimble states that the rate structure for UNEs should 
IpElpct. a baiiince r i l :  

cost -causation principles (matching of costs to prices) ; 
ease oL administration, such as the costs of billing; 
atid the opportunity f o r  cost recovery. 

Witness Trimhle contends that Verizon's proposed rate 
structures meet the Eirst t w o  oE these three objectives. He argues 
t h a t  the objective mf cost recovery will not likely be met, because 
"tlic p r o p o s e d  rate structures will, by their deaign, not give the 
Company a n  opportunity to recover its total costs because the 
proposed UNE rates do not reflect a rational relationship with 
c i i r ~ e i i t '  r e t a i l  I a r c  strtictiirerr " He aaserta that this wlll 
E a c - i l i t a i t  e Late artlitrage, the targeting of low-cost, high-pr-iced 
r e t a i l  services, that will preclude Verizon's recovery of its 
co9t- 9 . 

Witness Trintble cites three major causes of the  perceived 
iid~alaiic~ betweeti UNE rates and retail ratee. First, retail r a t e s  
were  designed t o  recover actual costs ,  which may diEEer €rom total 
lorig- run iiicreniental costs produced in the model. Second, retail 
 at PS weie soniet iniea designed E O  support public policy objectives 
(e .yr . ,  universal seivice) , which could result in retail ratea t h a t  
are r m t  reflective of their underlying coat characteristics 
'rh1rd, the proposed W E  rakes are based on estimates of TELRIC plus 
a share of fnrward-looking conimon costs that are not necessarily in 
litic with actual costs. 

Witness Trimble agrees that UNE prices are required to be 
lmeed solely on TELRIC plus a share of forward-looking common costs 
under current FCC pricing rules. However, he notes that Verizon 
does not agree with t h e  FCC's costingland pricing rules. He states 
that 

Verizon Florida continues to etrongly oppose the use of 
proxy models or hypothetical cost studies for determining 
the c o s t s  and r a t e s  €or LINES. Permanent rates should 
reflect the actual €orward-looking cost8 that Verizon 
Florida is expected to realize during the time period 
t h a t  UTJE rates are in effect. . . . Verizon reserves the 
r ight  to pi-opose changes to its rates once the cost 
methodology q i i e s t l o n  is settled at the federal level. 
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Z-Tel witneas Ford provides a comparative coat analyeie CIB a 
factor in setting rates. He argues that companiee with elmilar 
costs should have similar rates. He UBCB the FCC'e Hybrid Proxy 
Cost Model (HCPMI, alao called the Synthesis Model, to compare the 
costs oE Verizon and BellSouth. He contends that Verizon'e costa 
are actually lower than those of BellSouth. He notes that his 
comparative analysis does not produce specific ratee, but rather it 
gives an indication of a "zone of reasonablenese." He explains 
that the methodology is to produce a ratio of rates between two 
carriers in a state to approximate a ratio of costs. Witnesa Ford 
asserts that the FCC hae used this approach i n  numerous 271 orders, 
and notes t h a t  while the rates would not necesaarily be identical 
between t w o  companies, they should be approximately the same. 

Verizon wftnese Tardiff responds that the model used by 
witness Ford, "cannot identiEy differences between carriers 
providing UNEs in the same state, and [witness) Ford has put the 
Model to a use €or which it was never intended." Witness Tardi€f 
asserts that the FCC has  never ueed this model in the manner 
suggested by witness Ford. He explains that the FCC uaes the model 
to compare rates  of the 8ame ILEC across two states. He contends 
that " t h e  FCC has never used, nor has i t  authorized the use of, the 
Synthesis Model to identiEy the relative coat differences between 
t w o  ILECs operating in a s ingle  state." (Emphaais by witness) He 
adds that rates that fall outside the range of reasonableness do 
not necessarily mean that the rates are unreasonable. Witness 
TardifE also argues that witness Ford used calculations that were 
a guess, and did not accurately reLlect the criteria e e t  by the 
FCC . 

Witness Tardiff further asserts that w i t n e s s  Ford "is 
generally unfamiliar with the Synthesis Model's platform and 
inputs." He contends that witness Ford used a varaion of the model 
that was outdated and contained errors .  

Adding further support,  Verizon witness Trimble  argue8 that  

UNE rates are supposed to be company-specific, which 
means, in this case, based on costs Verizon will incur i n  
providing UNEs in Florida with its network. The rates of 
other companiee, regardless of the state in which they 
operate, are obviously not based on VeritOn'B costs. The 



ORDER NO. PSC-02-1574-FOF-TP 
DOCKET NO. 9906498-TP 
PAGE 17 

ORDER NO. PSC-02-1574-FOF-TP 
DOCKET NO. 99064 98-TP 
PAGE 18 

Commission need not, and, indeed, cannot, look to other 
jurisdictione or use proxies to set Verizon'a rates .  

witness Trimble cautions that there is a danger in considering 
ratee Bet in other states, because they may be based on factors 
other than forward-looking pricing rules, euch as political 
considerations. 

TQ buttrevs this argument, Verizon witness Tucek notes, Lor 
example, that New York's rates are not reflective of New York's 
coets. He states that  Verizon agreed not to challenge the New York 
CJNE order in exchange for permission to rebalance rates; thus, the 
New York rates were based on a political process, rather than on 
the costs. 

DECI S ION 

We agree with Verizon that t h e  FCC has not authorized the use 
of the Synthesis model in the manner that witness Ford advocates. 
For example, in the FCC'e most recent 2 7 1  Order, FCC Order No. 02- 
14 7 ,  Joint Application by Bel lSout h Corporation, Bel 1 South 
Telecommunicatione, Inc., and BellSouth Long Distance, Inc. for 
Provision of In-Region, interLATA Services in Georgia and 
Louisiana, the FCC cautione: 

Although some benchmarking is advocated by some 
commentere, our analysie ie complete i f  it reveals that 
there are no basic TELRIC violations or clear errors on 
eubetantial factual mattere, and w e  do not proceed to 
determine TELRIC compliance on the basis o€ comparisons 
with other states, including those that have section 271 
approval. To do otherwise would put the Commioeion in 
the poeition of establishing benchmark rates €or the 
nation on the basis of a few states where the Commission, 
thue far, has found s t a t e  commiesione to apply TELRIC 
correctly. We Bee no reason to do thie aa it undermines 
the importance of state-specific, independent analysis of 
rates  for UNEe. 

FCC 02-147, 1 2 4 .  The FCC finds t h a t  reaeonable application8 of 
TELRIC principles can produce a range of ratee and concludea, "[wle 
do not, however, regard failure to meet a benchmark, by iteel€, ae 

evidence t h a t  a state commission failed to r e a s z n a b l y  apply TELKIC 
in setting UNE rates." 

FCC 0 2 - 1 4 7 .  125. 

While i-ates clearly must be based on TELRIC m s t s  t o  be 
conrpliailt w11 t i  t h e  PCC's rules, that fact does not s p e a h  dglaliist 
COmpak iny t l ie races of siriiilarly siCiiated compsrri~=s I I I  t tic sd iw 
state. We agiee with Vel-izon tlicit r a t e s  set i n  oLtirr  5~ate:. may 
not provide a reasonable benchmark. However, rate3 set 1 1 1  t h e  same 
state by the same commission may provide a gaiiye by w h i c h  to 
measure whether the rates proposed by a company, i n  this case  
Verizori, are so totally beyond the realm of reason t t i a t  they  niiist 
be rejected. Caucion must be exercised to make sure ttie races 
include similar factors. Once it can be ascertained t h a c  t t ie r a t e s  
have been calculated in a similar Eashion, rliere is no t-eason why 
such comparisons cannot prove useful. 

UNE races should be seL using the forwaid-looking c i ~ t  
standards authorized by Section 2 5 2 ( d )  ( 1 )  at  the 1 9 Y G  
Telecommunications Act, the FCC's rules and orders irrplement irig 
that section of the Act, and the court dec~sions thaL aEEect those 
r u l e s  and o r d e r s .  We reject 2-Tel's sanity test bdstrd o n  rates Y e t  

in other states. However, rates aet within ttie s t a t e  €or ott ie t  
ILECs may prove use€ul as a gauge of reasonableness, so lorq 
caution 1s used to ensure'that such rates are t r u l y  coinparable 

I1 (a) . yETHODOLOOY A N D  "!!C-F= & E h ! ! m g Q . - w & R  

We next  detcrmlne t h e  approprlate methodology to d r a v c r ~ l l j r  
UNEs and the approprlate rate structure €or deaveraged U N E s .  

Here, Verlzon witness Trimble testifies that rates tor U l l E s  
should  not be deaveraged where retall rate strucLures and p r ~ c e  
levels are not cost-based and deaveraged. He asserts that  r a t e s  
for business servlcea and vertical f ea tures  ai-e prlcerl 
signi€icaritly above coat ,  to eiipport baelc local eervice rates at 
below-cost levels. He also observes Khar retail rate averaging, 
where residential custonrers in low-cost , high density areas dre 
charged the sdrne price for basic local servlce a e  cuatoroerrr 
residing in high-cost, low density areas, also provides imp] icat 
support Lo sustain low local rates. However, witness Trinble 
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rmteiidg that such lmpl icit supports are not sustainable in a 
competitive environment and yield inefficient competitiori. He 
believes t h a t  such pricing practices result in ALECs targeting low- 
cost, high revenue business customers, while avoiding high-cost , 
low revenue residential customers. 

Witness Trimble states that the FCC acknowledged the linkage 
between whnlesale arid retail deaveraging in ita order staying Rule 
5 1 .  SO7 ( f )  , the UNE deaveraging rule, until completion of the FCC'3 
iiori~ucal universal service proceeding. He notes that the FCC 
r-oilcluded t h a t  " I b l y  linking the duration of the stay to the 
iinrversal sprvice proceeding, we a €  ford the states and oureelves 
t l ie opportunity to consider i n  a coordinated manner the deaveraging 
issues that are arising in a variety of contexts affecting local 
compet itiori." Witness Trimble conclude8 that deaveraging UNEs 
sliould not be dotie in isolation, because of the linkage to 
1111 1 v e r s a  1 service support issues and retai 1 deaveraging . 

Based l a r g e l y  on the above aseertions, witness Trimble states 
t l l a t  Veriton's preEerred option is to establish a single 
companywide rate f o r  each element. After having established cost- 
based UNE rates €or BellSouth and Sprint, witness Trimble contends 
that we will then have complied with the FCC'e deaveraging 
requirement because there will then be three cost-baaed W E  zones 
i i i  Florida. Ile asserts that " f s l i n c e  this option would result in 
LRJE rates  that are more ritionally aligned with retail rates, it 
wo~ilr l  mitigate the potential €or undue CLEC rate arbitrage." 

U i  tness Trirnble asks that should we reject Verizon' s preEerred 
option, we should consider a three-zone proposal. In this 
proposal, Veriznii first calculated the loop cost [or each O E  its 90 
wire centers. According to witness Trimble, wire center loop 
cests range from a low of less than $10 per line to a high of 
nearly $200 per l ine ,  with an overall average of $22.94. Second, 
wire centers were assigned to one o f  three zones based on the 
following formula: all wire centers whose average loop cost is less 
than or equal to the statewide average were mapped to Zone 1; wire 
centers whose average loop cost is between the statewide average 
and 200% of the statewide average were mapped to Zone 3 ;  and wire 
centers  whose average loop cost exceeded 200% of the statewide 
average  loop cost were mapped to Zone 3 .  Third, the weighted 
av- rage  cost per loop for each of the three zones was computed. 
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L a s t ,  a uniform amount Ear recovery oE common costa was added t o  
each zone's  average cost to yield Verizon's tone-specific rates .  

According to Verizon witness Trimble's Exhibit DBT-3, 50% of 
t h e  wire centers accounting for 67% of the access lines are 
assigned to Zone 1; 36% of t h e  wire centers accounting Eor 3 1 b  of 
the access lines are asoigned to Zone 2; and Zone 3 consists of the 
remainlng 14% of the wire centers, containing 22 of the company's 
access lines. 

In response to Verizon'8 positione, ALEC Coalition witnesa 
Fiacher testifies that Verizon's statewide average rate proposal 
should be dismissed because w e  previously concluded in the 
BellSouth phase of this proceeding that the FCC's Rule 51.507(€) 
requires the establiehment of deaveraged UNE rates i n  a t  least 
three geographic areas. He advocates that  we again adopt the 
Sprint rate deaveraging methodology to arrive at UNE rate zonee fo r  
Verizon. Under this approach, an initial set of zones arc arrived 
at by grouping wire center level UNE costs into band6 by setting 
the  upper boundary of the band at 20% and the lower boundary a t  - 
20% O E  the average cost of the wire centers in the proposed rate 
band. This approach ensures that 'I. . . no wire center-level loop 
cost will exceed, or €all short of, the average loop rare within a 
r a t e  group by more than 2 0 2 . "  

Witness Pischer applied the Sprint approach separately to 
Verizon's costs €or a 2 - w i r e  loop and a DSl loop. This methodology 
yielded eight rate zones Eor a 2-wire loop, and f o u r  zones for a 
DS1 loop. In addition, in recognition of our adoption of only 
three zones for BellSouth, t h e  Coalition witness also submitted 
proposals where he collapsed his initial rate zone8 for theee two 
elements to three zones.  However, herbelieves that  more than three 
zones should be approved for Verizon where cost differences warrant 
it. Witness Fischer contends that  more than three ronea are 
required in order to account €or the level of variation in 
Verizon's 2-wire loop costs. He refers to V e r i Z O n  witneea 
Trimble's Exhibit DGT-3 and notes that under Verizon'e alternative 
deaveraging proposal, 6 7 %  oL the company's lines will be priced 
below the statewide average rate. However, when the Sprint 
methodology is applied to Verizon's cost results, as he propoeee, 
82% O E  Verizon's lines would be priced below the statewide average 
cost: but split into three zones insteEd of Verizon's one zone. He 
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concludes that although " .  . .the Commission may not want to 
implement eight rate zones for policy reasons, certainly the range 
of cost differences between wire centers calls for  more ehan three 
rat e zone8 . ' I  

According t o  witness Fischer, we should recognize t h a t  
economic efficiency will be best achieved when rates assessed for 
l l N E s  closely match the related costs. He contends that when 
disparate costs are averaged over a large geographic area, cost 
differences become less apparent. Where this occurs, market 
incentivee will be dietorted. In his opinion, we should prefer 
more deaveraging than less, because ". . . a greater degree of 
geographic deaveraging will enhance economic e€f  iciency and the 
development of competition." Moreover, he asserts that econoniic 
efficiency is enhanced by sending ALECs proper pricing signals as 
to whether they should buy UNEe from the LEC or build their own 
facilities. Witness Fischer believes that greater deaveraging 
provides better information to an ALEC in arriving at his buy or 
build decision, which benefits both the ALEC's and society's best 
interests. 

Witness Fischer also argues that w h e r e  rates for UNEs in low- 
coat areas are priced higher than they ehould be because of 
exceeaive rate averaging, those customera who could be eervtd with 
minimal outlay are e€fectively sheltered from competition. As a 
result, it becomes more' dirficult fo r  ALECs  to achieve the 
economies of scale and scope they need in order to extend the  
competitive services. The Coalition witneas also statea that a 
deaveraging approach that yields a small number of wire centers and 
acceea line8 in the lowest priced zones will not proniore 
competition. He therefore concludee that ". . . it is important 
that the Commission make a second-tier end-result evaluation for 
any methodology it approvea to ensure that the competitive goals of 
the A c t  will be carried out and that the methodology adopted does 
not have arbitrary results." 

In hie eurrebuttal teetimony Verizon witness Trimble questions 
witness Flscher'a obeervation that overly averaged ratee are 
problematic bscauec they are unralatad to  an ILEC'e coot to provLda 
ecrvices. Witness Trimble contends that  Verizon'e proposed rates 
are not overly averaged, and that they reflect the cost of serving 
customers in the given zones. Witness Trimble observes that this 
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statement o n l y  makes sense if an ALEC intends c o  carget ciistoriiei-s 
selectively. 

Wicness 'L'riolble believes Lhat one way to gauge w h r t l i e l  
deaveraging approach 1 s  "fair" is to detrrrlllile what percent ol 
lines are priced above their cost due to a v e r a g i n g .  According to 
h i s  analysis, the results are v e r y  similar w h e n  comparing Verizon's 
3 -  zone appxoacli to witness Fischer's a1 ceruaL i v e  3 - ZOIW proposal : 
51% €or V e r i z u n  versus 4 7 2  for the Coalition proposdl. However, lie 
asserts that V e r - i z o n ' s  proposal is e o m e w h a t  LJetter b a l d i i c e d ,  noting 
that almost ari equal percent of lines are  priced LOO l o w  W ~ C I W S S  
Trimble coiicliides that " V e r i Z O n ' s  proposal t h i l s  in1 tigdcru more 
iineconotiii(- ai  t i i t  rage than does ~ 1 1 e  AI,Er  Coal I L ion's 1-11 c r j i ~ s d l  " 

We note t h a t  in their briefs, Covad dnd  FniJ adopted t tre 

position of the ALEC Coalition on tlris issue. 

DEC I S IO14 

FCC Rule 51.507(f) pl-ovldes thaL ' ' S t a r c  coIiIIIIlS~1C>IiLi Sl ldt  1 
eslablish dilferent rates €or elements i n  a t  least three t l i  f f ere i i i  
geographic a r e a s  within the sLate to retlect; geogrcrplric C G S t  

diEferences." Verizon witness Trimble essentially arqtres t h a t  we 
would be in coinpliance with this rule  I C  we e s ~ a l l ~ s l i  s e p i a t c  IJIJE 
r a t e s  fo r  th ree  distinct geographic areas w i t t i i r i  F l o r t d a  - one set 
of averaged r d t c s  For the' service cerritory o €  ~ ~ 1 l S ~ i i t ~ i .  S p i - ~ n t  
and V e r i z o i i .  We disagree. We believe t l ia t  i t  w t ~ u l c l  be 
disingenuous L U  consider c h a t  the FCC's deavrrayi i ig  r i l l e  cirvlsic)liecf 
allowing a sLdte commission to mix and m a L c h  tile u m t . s  uE variruru 
incumbent local exchange c o m p a n i e s  to dchieve  conipl lance.  
Accordingly, we reject: Verizon's s t a t e w i d e  average rate proposal .  

Verizon arid the ALEC Coalition differ as r o  the approprldtt.  
manner by which to carve out distinct UNE r a t e  zones. I €  i t s  
recommendation to establish statewlde average rates is riot 
accepted, Verizorl proposes to group wire c e n t e r s  w i t h  similar C O S L S  
together and to cctlculate a weighted average cost for eacli of auch 
grouping. 

I n  coiitrayt ALEC CoaliLlon wltlieua FIyc l i er  d i ~ v c x a L e 8  t h a t  wc 
s h o u l d  employ the Sprint rate banding approach that we adopted, 
with modifications, in the  BellSouth phase o €  this proceedlng. I n  
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that earlier proceeding, Sprint witness Sictiter argued that rates 
should be deavcraged to the extent necessary I* . . . to achieve a 
result wherein the averaged rate does not deviate significantly 
Erom the actual Eorward-lcoking cost of providing that element 
anywhere within the deEined zone." Docket No. 990649-TP, Order No. 
PSC-O1-1181-FOF-TP, p. 37. The Sprint witness claims that a 
difference between rates and costs exceeding 2 0 2  would be 
"significant ." Using this 2 0 1  criterion, witness Sichter proposed 
that " , . . each incumbent LEC should  be required to construct a 
dcaveragetl  rate schedule aucti that ttie average rate in each zone is 
no more than 20% higher or 2 0 2  less than the forward-looking cost  
o €  providiiiq that element . I '  Id. 

He tiid not adopt Sprint's proposal as Liled in the BellSouth 
phase of this proceeding, Linding that it 'I. . .creates too many 
znripcJ, wtiich w r l i i l d  be administratively burdensome arid is not 
iicr-*f'sq;iiy ! r J  teClec:t. tlie level o f  var la t io t i  in B e l l S o i i t h ' s  c o s t s . "  
O r r l ~ r  110. I ' S C - U l - l l a l - F O F - ' I ' P ,  p ,  39. We believe that the 
circumstances i n  the current proceeding are quite similar t o  those 
111 the previous BellSouth phase. Consistent with our decision 
there, we decline to adopt Verizon's proposed groupings of wire 
centers into zoiies; instead, we find that the Sprint rate banding 
approach shall be employed as a starting point to develop rate 
m r i e s .  According to ALEC Coalition witness Fischer's Exhibit WRF- 
2 ,  e t r i c t  application oL ttie + / -  20% criterion to Verizon's cost 
r e s u l t s  yields eight different rate zones. We do not believe t h a t  
eight zoiies are necessary to capture the range of Verizon's loop 
cost v a r i a t i o n .  Ngt surprisingly, the bulk of Verizon's lines 
occur in a very E e w  zones. For example, Zone 1 on witness Fisher 
has  a single wire center and accounts €or less than 3 %  of Verizon's 
access lines. At the other extreme, Zones 5 through 13 account for 
La wire ceiiters (out OE 9 0 )  but less than 5 %  oL total access lines. 

Presumably acknowledging our earlier decieion for BellSouth, 
ALEC Coalition witness Fischer hae an alternative proposal where he 
has collapsed his eight rate zones into three zones. Under this 
collapsed rate design shown on h i s  third exhibit, Zone l(former 
Zones 1 and 2 1  would contain 15 wire centers and 23% of access 
Ilries; Zone 2 (Eormer Zone 3 1 ,  4 1  wire centers and approximately 
S 9 t  of accesg lines; and Zone 3 (former Zones 4 through 8 1 ,  3 4  wire 
rpi i tprs  arid 1 s t  o f  access lines. 

Using the data Erom witness Fiecher' exhibit 2, it i s  possible 
eo generate a f o u r  zone r a t e  srructure, that would split Zone 3 on 
Exhibit WRF-3 into two zones .  Here, new Zone 3 would be Zone 4 
from Exhibit WRF-2 (which consists O E  16 wire centers and around 
145 of access lines), and new Zone 4 would collapse Zones 5 through 
8 (conslating o€ 18 wire centers and about S t  of accesa lines). 
The impact of f o u r  zones would be a significant increase in the 
Zone 4 rate, with a modest decrease in the new Zone 3 rate. 

O E  the options presented in this proceeding, on balance we 
believe that the ALEC Coalition's three zone proposal is the most 
reasonable proposal, as it adequately reflect8 Verizon'e loop cost 
variation and minimizes administrative burdene associated with 
maintaining numerous rate zones. While w e  approve adoption of the  
Coalition's three zone proposal, o u r  assignment of wire centers to 
rate zones (shown in Appendix C) will not neceeearily match the 
assignment  tio own on the witness' e third exhibit. Variations may 
occur due to use of our approved loop coats, rather than Vcrizon's, 
to perform the + / -  2 0 %  analysis and subsequently collapsing into 
three zones.  

The ALEC Coalition's three-zone deaveraging proposal ,  modified 
as necessary t o  acknowledge use of our approved loop costs, shall 
be adopted. The assignment of wire centers to rate zones is shown 
i n  Appendix C. 

I I ( b ) .  UNES SUBJECT TO DEAVERAUED RATES 

We next consider the appropriateness OE eetting deaveraged 
rates €or all loops, local switching, interoff i c e  transport 
(dedicated and shared) and other UNEs, including combinations. 

Verizon witness Trimble teetifiee that only loop price6 are 
viable candidates for deaveraging becauee only they exhibit 
significant cost variation6 between geographic areae. He etatee 
that while switching costs do vary somewhat ae a function of ewitch 
size and traLfic volumee, witness Trimble does not believe euch 
variations are aigniEicant enough t o  juatify deaveraging. He alao 
notes that Verizon's proposed rate structure for  interoffice 
tranemission facilitiee captures distance, traffic and volume 
characteristics, so the interorfice TELRICe for these items 
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sponsored by Verizon witness Tucek effectively yield deaveraged 
prices. 

However, witness Trimble notes that Verizon does not propose 
to deaverage all items that the FCC conaidered to be part of the 
detinition of a loop in Order FCC 9 9 - 2 3 8  (the UNE Remand Order). 
In the UNE Remand Order the FCC modified ita definition of a loop 
" .  . . to include all features, functions, and capabilities of the 
transmission hcilities, including dark fiber and attached 
electronics (except those heed fo r  t h e  provision of advanced 
services, such a8 DSLRMs) owned by the incupbent LEC, between an 
incumbent LEC's central office and the loop demarcation point a t  
the customer premisee." FCC 9 9 - 2 3 8 ,  1167. Witness Trimble observes 
that this definition includes such items as: inside wiring; loop 
conditioning; dark fiber; multiplexing; high-capaclty loops; 
private line and special access Eacilities; and cross-connects. He 
states that Verizon is not proposing deaveraged prices for inside 
wiring, loop conditioning, dark €iber, multiplexing, of cross- 
connects, none of whose costa, he believes, varies  geographically. 
Witnees Trimble contends that only 2-wire, 4-wire and DS-1 UNE 
loops are candidates for deaveraging, as well a s  UNE combinations 
that include these loop types. In ita brief Verizon clarifies that 
it also proposes to deaverage subloope. 

ALEC Coalition witneee Fiecher testifies that we should 
require, at a minimum, the'geographic deaveraging of those UNE loop 
ratea  that were deaveraged in the BellSouth phaee of t h i s  
proceeding. He aoeerts that it is essential that loops be 
deaveraged ". . . becauee the loop ie the primary bottleneck 
facility required by ALECs for competitive entry, and it ie eubject 
to eignificant coat differences based on customer deneity and 
distance." In its brieE the ALEC Coalition specify that a l l  loops, 
subloope and UNE combinations containing loops and subloops should 
be deaveraged. 

In their respective briefs Covad and Z-Tel adopt t h e  Coalition 
position on this iseue. 

DECISION 

In Order No. PSC-01-1181-FOF-TP issued on May 2 5 ,  2001 in t h e  
BellSouth phaee of this proceeding, we concluded: 
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Upon consideration, we find that a l l  vaL'ieties of l o ~ p s ,  
subloops, and combinations c o n t a i n i n g  loops, s h a l l  be 
deaveraged i n  t h i s  proceeding. All p a r r i e s  now a r e  
apparently in agreement on this po in t .  We find 110 
compelling reason in the record to d i f f e r  f r o m  this 
consensus. We note that while BellSouth proposes to 
deaverage a l l  loops below DS3,  all other parties nirti-ely 
contend thdt "loop'' be deaveraged. Since t h e  rate 
eeructure for  loops and local c h a n n e l s  whoso bandwidth I S  
DS3 and above resembles'that of interuEEice cransporc in 
that it is priced on a mileage-sensitive basis, w e  €ind 
that it is sufficient to deavei-age only loops below G S 3 .  

Order No. PSC-D1-1181-FOF-TP, p 40 

I n  the Instant proceeding i t  appears t i i d t  all pai -L ies  d r e  dlso 
in agreement t h a t  the same loops, subloops and loop c o d i i r i d t i c ~ i i s  
should be deaveraged. Accordingly, we find r h a t  the  rccurr lr ic j  
c o s t s  of all varieties of loops and s u t l o a p s  b c l c > w  n s 3 ,  arid 
combinations containing such loops, s h a l l  lie deavcragect 

PABLE LOOPS AND COST STUDY DISTINCTIONS 111. (a) and Ib) . @SL CA 

We are next asked to define xDSL capable  loops, arid wliethei- d 
cost study for xDSL-capable loops should  make distinct ions based on 
loop length and/or the pa?ticular DSL t e c h n o l o g y  to be deployed 

A s  Verizon witness 'I'rimble testifles, 

Simply scaced, an xDSL-capdble loop is a b a s i c  2-wire or 
4-wire LINE loop that possesses the electrlcal 
characteristics that allow for the transmission of xDSL- 
based technology signala. 

Witness Trimble notes that loops may require conditioning to assilre 
t h e  technical parameters o€ D i g i t a l  Subscriber Line ( D S l d )  
technology can be achieved over the specific indivldual loop. The 
witness asserts  that in some cases, it may be impossible f o r  
Verizon to assure t h a t  a specific loop can meet t h e  tecliriicaL 
pdrameters required to provieloti a speci€rc d i g i t a l  service. For 
example, the loop length may be too long to technically support the 
desired service. In those cases, the speclflc loop, whether 
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coriditioned or not, w i l l  bc unable  to support the provision of a 
d i q i t a l  gervice. 

Verizon witness Dye testifies that under the FCC's Line 
Sharing Order, Incumbent Local Exchange Coppanies (ILECs) are 
required to conditlon loops to allow requesting carriers to offer 
advanced services. Vetizon witnesses Dye and Richter explain that 
loop conditioning is the removal of load coils and/or bridged tap 
or electronics €ram the loop at the Competitive Local Exchange 
c:crmpany'a ( C I X C ' s )  request to allow line aharing to occur. The 
w i t i i t g s e g  rmtp t h a t  while load coila and bridged tap have been, and 
for some loops, continue to be, an integral part of the copper 
v o i c e  grade network, they impede the tranemission o f  digital 
eigrlals. F o r  example, Asymmetrical Digital Subecriber Line service 
cannot be provided o v e r  a loop that contains a load coil. I €  the 
C I J X  requires copper pairs without load coils or bridged tap, the 
L'LEC h a s  the option of ordering loop conditioning from Verizon a t  
nori- recurring rates. However, witness Dye aseerts that Verizon 
wi 11  not provide loop coridit ioning i n  caees where the conditioning 
sIgriLf icaiit Ly degrade9 traditional voice eervice that Verizon 
o f f e r s  its end-users In support of this p o e i t i o n ,  witness Dye 
refers to the FCC's Line Sharing Order, which states that "iE 
coriditioriing a particular loop €or shared-line xDSL will 
significantly degrade that customer's analog voice service, 
inrimbent L E C s  a r e  not required to condition that loop for shared- 
1 i 11- xl)S[, " 

B o t h  witness Tritnble and Verizon witness Dye testify that 
xDSL-based services require that the end-user be provieioned with 
copper facilities. While witneee Trimble acknowledges that some 
fiber-fed next generation digital loop carrier vendors have 
recently developed plug-in cards that can be used at the Digital 
Loop Carrier ( O I L )  location to provide xDSL eervice to cuatomers 
served  by DLC9,  the witness asserts that Verizon is only  trialing 
this technology in limited areas. Additionally, witnees Trimble 
notes that plug-in cards are not readily available and much is yet 
to be understood regarding the technology. Moreover, witness 
Tritnble notes that Verizon has  not received any Alternative Local 
Exchange Company (ALEC) requests fo r  xDSL loops nerved by DLCs. 

' W i t n e s s  Trimble testifies that there are three primary 
c - o n s i d e r a t i o n s  1 1 1  determlning whether a LINE loop is capable of 
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transmitting xDSL services. Ttie8e corisiderations are: 1) the loop 
length, 2 )  the gauge O E  the copper that makes up the loop, and 3 )  
the presence of load coils or bridged tap, which are neceeeary €or 
the efficient provi~ion O E  voice-grade service. Each of t h e e  
attributes can affect and potentially degrade the quality of the 
xDSL service. If  load coils or bridged tapa affect the required 
transmisaion characteristics of a epeclfic loop (to Eacilitate the 
provision of any proposed service),  t h e  company will attempt to 
condition the  loops in order t o  traneform them into "clean" copper 
facilities that have the appropriate tranemieeion charactcrietice. 

Additionally, witneee Trimble aeeerte 'that, he a matter of 
public policy, the characterietics of a epecific technology should 
never be considered a driver fo r  the price of the underlying UNE 
facility. tie proffers that loops are loops and must be ecrvice- 
independent in the UNE world. Witnees Trimble argues that the 
specific technology that a CLEC intends to put on a UNE loop ehould 
have no bearing i n  the pricing of that loop. The witness  believe8 
that t h i e  potential deavcraging of loop pricce only leads to 
increased arbitrage and, if t aken  to the extreme, would be an 
administrative nightmare. Witness Trimble notes that UNE loops 
that have the technical parameters for xDSL transmission ale0 have 
t h e  technical parameters for plain-old voice transmieeion. The 
witness concludes that purchasers of UNE loopa would never pay a 
geographic zone-based average rate for a two-wire UNE loop if there 
was an alternative loop-lingth-derived rate schedule developed to 
support dome technology-specific requirement. "Technologies come 
and go, but the underlying UNE loop remains relatively unchanged." 

Regarding loop length, witness Trimble argues that loop length 
should never drive rate deaveraging unless it ie accompanied by . 
eignificant differences in customer density within the wire center. 
He proffers that such will eimply reeult i n  another mechanim to 
Eacilitate rate arbitrage. 

Witness Trimble asserts that if density characteristics are 
relatively similar, then the average coat in a particular density 
area is the real concern in the setting of competitively efficient 
and neutral ratea. "Loop-length characteristics (or even basic 
loop technology characterietics) should not create rate 
differentiale that result in one customer being more coveted by 
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CLECs than another, identical customer in a given homogeneous 
area. '' 

Furthermore, witnese Trimble alleges that any proposal to 
deaverage UNE loops based on length consideratiorls appears t o  be 
inconsistent with FCC rules. He notea that the FCC requires 
geographically deaveraged rate zones. Witness Trimble argue8 that 
d loop length-based pricing proposal would not establish rate zones 
and would not establish geographically deaveraged rates. "Instead, 
it would eetablieh length-based rates that would result in 
dif€erent rates for the same LINE loops within the same geographic 
area, based solely on what equipment ie used with the loop." 

Also, witness Trimble argues that loop-length derived prices 
would not address the e€fect of loop-length specific UNE prices on 
retail costing and pricing issues, or on universal service support 
issues. The witness asserts that if wholesale rates are based on 
loop length, then so should retail rates, including any universal 
support. Otherwise, arbitrary and inconsistent wholesale and 
retail rate structures would be exacerbated, perpetuating arbitrage 
and economically inefficient rate structures. 

Finally, witness Trimble asserts that loop- length based 
pricing structures have historlcally turned into adminietrative 
nightmares. The end result has been that service representatives 
resort to assuming most lobps fall in the shortest-length category. 
The witness, therefore, concludes that adminietration o €  such a 
pricing mechanism l a  not reasonable or efficient. 

Witness Trimble opines that CLECs do not desire any form of 
geographic deaveraging, ae it concerns xDSL-capable loops. CLECs 
desire deaveraging based on facility. make-up ( i  . e .  , copper versus 
fiber) , which they relate to geographic deaveraging through the use 
o €  hypothetical, non-existent network assumptions. 

Covad etates in its brief that it agrees with Verizon 
regarding the basic definition of an xDSt-capable loop and that 
xDSL loop pricing etiould not be based on loop length or technology. 
However, while Covad provided no tetlt iinony addre~eing this i a f w e ,  
Covad'a brict  notee that xDSL-capable loopsl are any loope that 
ALECs qualify for themselves as being capable of supporting xDSL 
eervices. Covad advances in its br ie f  that DSL providers should be 
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able to determirie Eor themselves, based on accurate lcicjp nidke-  up 
infoimat ion obtained from the Incumbent Local Exctidiige Compdny 
IILEC) , their own equipment and technical requirements, whether the 
facility is indeed an xnSL-capable loop. A f t e r  reserving and 
ordering the loops the ALEC has qualified, Lhe ALEC needs those 
loops t o  be riiarked 80 the loop selected and ordered will not be 
rolled to another facility, such as fiber. Covad recoriitiieiida tlidt 

i t  i s  appropriate, as we decided last yedr in the BellSoiith 
Telecoiiinrunications, Inc. lTNE Order ,  t o  require Vrrizon " l o  
provision f a  2-wire loop) and guarantee not to roll i t  to anot l ier  
€acility, or, in other words, guarantee not t o  convert. i t  t o  rtn 

alternative technology. *' Covad aryues t h a t  i i i  this way, XlJSI. 
providers and their custcjmers will not be iiiadvelterltly i o 1  led Erurn 
a loop that supports xDSL (all copper) to a loop that doecr not 
eupport xDSL (copper and €iber). While we may find some merit to 
Covad's t h e o r y ,  the Verlzon record evidence is not sufficient t o  
reach this determination. No witness testified supporclng t i h i s  
conclusion. 

@Errs ION 

All pdiLiee agree Lhat dri %l)SL-Cdpdble I u L ) ~ ,  ~ U I  L I I C  l r i i i l ~ ~ t i e u  
of this proceeding, is a basic copper 2-wire or 4 - w i r e  IINE loop 
possesaing L h e  charactellstlcs that allow for t ta i i t ln i ias io i i  of xUS1,- 
based technology signals ' Furthermore,  while it may be reasonable 
for loop pl-Ices to vary by loop leilgLh, the piirtiee agree tha t  8 

cost study for copper-based xUSL-cdpable loopo need iaoL iiiake 
distinctioris based on loop length or the pclrricular USL. techriolocjy 
an ALEC intenda to put on the loop. Moreover, the proposal made by 
Covad in its brief  that we should order Verizorl ,  a e  we did for 
BellSouth, to guarantee that loops A L E C s  reserve and qudllfy for 
the provision of xDSL servlces be marked so they will not be rolled 
to another facility, such is fiber, are unfortunately not 
adequately supported by evidence presented in this proceeding. NO 
testimony was presented and no croae-exam1nat10n was conducted 
regarding the ALEC deaire or need €or such a guarantee. 

As f ~ w l i ,  for the pili-poses of t h i s  pioceeding, x ~ ~ S L - c a p a b I e  
I o o ~ i a  ale all COpLJer locipe That: do MIL coritairi any inilxciiriierits urrctb 
as  repeaters, load coils, or excessive brldged t a p .  Moreover, 
while it may be reasonable for loop pricee to vary  by loop lengLh, 
it is not necessary that a cost etudy €or copper-based xDSL-capable 
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loope make distinctions based on loop length or the particular DSL 
technology an ALEC interids to put on the loop. 

Iv(a). !JNBUNDLINQ W A E T T I N Q  PRICES FOR S", 

Here, w e  answer the question of which subloop elements, i f  
ni iy,  should be tliibllildled i n  this proceeding, and how should  prices 
be ~ e t 7  

T h e  FCC deEineR subloops ''aB portions of the loop that c a n  be 
accesned at  termiliala in the incurnbent'e outside p l a n t . ' ,  PCC 9 9 -  
2 3 B ' ,  1 2 0 6 .  The  FCC believe6 " t h a t  a broad definition of the 
nubloop t l ia t  allown requesting carriers maximum flexibility to 
iiitetcoiiriect Lheir own facilities a t  theee points where  technically 
feaeible w t l l  hest promote the goals of the A c t . "  1 2 0 7 .  The FCC 
coiic1ude.s t h a t  "access to the subloop, will facilitate rapid 
development O E  competition, encourage Eacilitiea-based competition, 
arid promote the deployment of advanced services. '' 1 2 0 7 .  

Verizon witness Trimble states that Verizon is willing to 
p r o v i d e  the followitig subloop elements: 

0 

I 

I ri t ra - bu i 1 ding Iiousc Cable  
Intra-building Riser Cable 
2-wi re  Feeder ' 

2-wire Distribution 
2-wire Drop 
4-wire Feeder 
4-wire Distribution 
4-Wire Drop 
Dark Fiber Feeder 
Dark Fiber Distribution 

In hie teetimony, witness Trimble defines feeder as  the part 
of the loop that  goes from the central oEfiee'e main distribution 
frame (MDF) to the Eeeder distribution interface (FDI). He define8 

'111 the Matter of Implementation of the Local Competition 
Prov i s ions  of the Telecommunications A c t  of 1996, CC Docket No 
9 6 - 9 8 ,  Third Report and Order and Fourth Notice of Proposed 
171ilemaking,  (November 5 ,  1999) 
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distribution ae the part of the loop t h a t  extenda from the FDI t o  
t h e  network interface device (NID) or minimum point of entry 
(MPOEI.  The drop i a  the part of the network t h a t  extends from the 
pedestal or terminal to the N I D  or MPOE. Intra-building houee and 
riser cable ie the parr of the loop that extends from the 
building's MPOE to the actual phyeical location of the cuetomer. 

When asked why Verizon had not proposed any additional subloop 
elemente, witneee Trimble responded that Verizon'e proposal covers 
the entire loop, i e  consistent with FCC Order 9 9 - 2 3 6 ,  and covere 
any request for subloope that a CLEC would have. In an 
interrogatory reeponse, Verizon stated that it had not received any 
requeeta for subloop elements other than the onee it propoecd. 

The ALEC Coalition d i d  not taka a poeirion on t h i s  iaeue 
except for etating that any coet etudiae for thcee elcmcnte ehould 
be baaed on forward-looking economic coet,  which assumes the mast- 
efficient telecommunications technology currently available and 
loweet-coet network configuration. The ALEC Coalition did not file 
any testimony relevant to thie issue. 

In the last two years ,  Verizon has not received any requests 
for  subloop elements other than the one8 it proposes. 
Additionally, Verizon believes that its propoeed subloop elemente 
cover the entire loop. Thus, since there ie no teetimony to the 
contrary, and Verizon'e proposal appeare to be reasonable, we find 
that Verizon ehall be required to unbundle the following subloop 
elements : 

I 

e 
0 

e 
I 

a 

Intra-building Houee Cable 
fntra-building Riser Cable 
2-wire Feeder 
2-wire Distribution 
2-wire Drop 
4 -wire Feeder 
4-wire Distribution 
4-Wire Drop 
Dark Fiber Feeder 
Dark Fiber Distribution 
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We f i n d  that the prices proposed by Verizon for these subloop 
elements shall be modified to reflect our changee in all other 
applicable sections addressed in this Order. 

IV (b). 

We next address how access to euch subloop elements should be 
provided, and how should prices be set. 

Concerning access to eubloope, the FCC, in Order FCC 99-238' 
stated that: 

We conclude that incumbent LECs muet provide unbundled 
acceee to subloopa. Applying our unbundling analymia, we 
conclude that lack of accees to unbundled mbloope at 
technically feasible points throughout the incumbentla 
loop plant will impair a competitor's ability to provide 
service8 that  it seeks to offer. We agree with 
commenters that self-provisioning subloop elements, like 
the loops itself, would materially raise entry costs, 
delay broad-baaed entry, and limit the scope and quality 
of the competitive LEC's eervice offerings. In addition, 
we f i n d  that access to the subloop elements promotes 
eelf-provisioning of part o€ the loop, and thus will 
encourage competitore, over time, to deploy their own 
loop facilities and eventually to develop competitive 
loope where it is cost efficient to do so. 

1 209. 

The FCC defines an accessible tprminal as: 

[A ]  point on the loop where technicians can acceee the 
wire or fiber within the cable without removing a eplice 
c a m  to reach the wire or fiber within. Theme would 
include a technically feaeible point near the cuetomer 
premises, such as the pole or pedeetal, the NID or the 
minimum point of entry to the cuatomer premiaeo (MPOE). 
Another point of access would be the feeder distribution 
interface (FDII, which is where the trunk line, or 
"€ceder* leading back to the central office, and the 
"distribution" plant, branching out to the subscribero, 
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meet, and "interface." A third point of access is, of 
course, the main distribution frame in the incumbent's 
central office. 

We believe t h a t  a broad definition of Ghe subloop that 
allows requeeting carriers maximum flexibility to 
interconnect their own facilities at these points where 
technically feasible will best promote the goals of the 
Act. 

I n  regards to the presumption of tlie accessibility of subloop 
elements, the FCC Order etates: 

[Wle establish a rebuttable presumption that the subloop 
can be unbundled at any accessible terminal in tlie 
outside loop plant. I f  the p a r c i e s  are unable to reach 
an agreement pursuant to voluntary negotiations about tlie 
availability of space or the technical feasibility of 
unbundling the subloop at one of the points identified 
above, the incumbent will have the burden o€ 
demonstrating to the state, in t h e  context  of a section 
2 5 2  arbitration proceeding, tlrat there is no space  
available or that it is not technically feaeiblr to 
unbundle the subloop at t h e s e  points. 

FCC 99-238, 1 223. 

When asked how ALECs gain access to the 2-wlre. 4-w1re, 01 

dark fiber subloop Facilities, Verizon w i r r i e s s  Trinble responded 
that "[t)he exietence of and abillty to access sutrloop elements 18 

very customer-specific and musr be evaluated on a caee-by-case 
basis." Accese to subloop elementfl may occur a t  a MDF, t h e  F D I ,  or 
at the terminal serving the customer's premises. 

In order to gain accee8 to a subloop element, the ALEC must 
eetablish a point of connection (POC) where the accesa i s  
requested. To initiate the process to establish a POC, the AI,EC 
muet eubmit an application to Verizon. This process w i l l  a l s o  
determine whether or not the requested subloop is technically 
f easi b2e. 
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I n  a d d i t i o n  to the application process, Verizon requiree the 
ALEC to collocate at the Verizon central olfice where the MDF is 
located and to either collocate or otherwise establish a presence 
at the FDI or terminal. The application process to establieh a POC 
or collocation is ueed to determine the costs, such as labor and 
capital., that are the ALECls responsibility, and establish the time 
frame for the creation of a point oE connection with the ALEC. 

When asked liow ALECs gain access to iritra-building house and 
riser cable facilities, witness Trimble responded that with the 
leaee of a VNE loop or W E  distribution subloop, the ALEC 
ailtomatically receives access to any house and riser cable it 
rrq i i i re s ,  h i t  rintea that  ttw ALEC will have to pay the monthly 
1~~urrIiig c m t .  (I-tRC) for the Iwuse arid riser cable i t  leasee. 

I f  an ALEC has  its own distribution plant going into a 
building arid Veritori ow119 the house and riser cable, the ALEC must 
locate a terminal block that is compatible to Verizon within crass- 
connect distance o €  t h e  MPOE €or the cable. Veriton a l s o  requires 
that only Verizon personnel will perform provisioning work on 
Veri zon owned equiprnerit. 

I n  response to an interrogatory asking for a breakdown of t h e  
various access points to available subloop element8, Verizon 
explained that subloop feeder is accessed by the ALEC at both the 
ceiit ral olf ice arid the cross-connect or F D I .  The subloop 
distribution element is accessed at the FDI. Verizon responded that 
it i s  technically feasible to access a subloop at the FDI, remote 
terminal  (RT) ( i E  either a cross-connect or FDI is located within 
the R T ) ,  ne twork  interface device, or a terminal type pedestal. 

Veti7ort a l s o  etated t h a t  it is riot technically feaeible to 
p r o v i s i o n  subloops using Verizon's main distribution frame (MlIF) as 
a point of interface. Verizon pointed out that the FCC's 
definition of a subloop supports the fact that subloops are not 
acceseed at a central oEEice. 

The FCC gives the following definition of a subloop in 4 7  
C . F . R .  51.319 ( 2 1 :  "The subloop network element is defined as any 
portion of the loop that is technically feasible to access a t  
t r ? i m i n a l P  in tlic incumbent LEC's outside plant, including inside 
w i l e .  *' 

Beeides technical feasibility iesues, Verizon ale0  has eafety 
and network reliability concerns etemming from introducing copper 
Eacilities into the network, and b e l h v e s  that t h e m  concern6 
should be taken into consideration when determining technical 
feasibility. The FCC acknowledgee that reliability concerns are 
relevant evidence  of technical infeasibility a0 long a8 they are 
speciEic, significant, and demonstrable. This is of concern to 
Verizon since it is a carrier of last resort, and having facilities 
in its  network that it: does dot own and cannot control, underminee 
Verizon's management and control over ita own network. 

When asked to elaborate on the safety and reliability concerns 
of introducing copper €acilities into the network, witness Trimble 
responds that there have been problems with ALECe wanting to drop 
copper off in places other than their collocation cagte. Further, 
ALEC8 have requested that copper be terminated, by Verizon, on 
Verizon'a main distribution frame. A 8  the witnees understands it, 
there are various technical issues, including an increased fire 
hazard, from such practices. 

Witness Trimble acknowledgee that  Verizon docs place copper in 
i t a  network, bur points out that it i t3  responsible for the copper 
that it lays and knowe how thoee  copper facilities are protected. 
In short, Verizon is requesting is that in order for the ALEC to 
ga in  access to facilities from the MDF, thaae facilities be 
terminated at the ALEC's collocation cage. 

The ALEC Coalition did not take a position on this issue except 
for stating that the Coalition believes any Cost atudies for these 
elements should be based on forward-looking economic cost, which 
aesumes the moat-ef€icient telecommunications technology currently 
available and the lowest-cost network configuration. The Coalition 
did not €ilc any further teetimony on this issue. 

DECISION 

The FCC make8 i t  clear that access to subloope muet be provided 
anywhere it ie technically feasible. The FCC also pute the burden 
of proof on the incumbent carrier to demonstrate that BCCCBS to a 
subloop at a specific point is not technically feasible, and that  
any disputes are to be handled by the statee i n  a aection 252  
arbitration proceeding. 
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We acknowledge Verizcnls concerns about network safety and 
reliability that could stem from ALECs introducing additional copper 
facilities into Verizon's network. The FCC agrees that ALECs should 
not have access to an ILEC'3 network at locations where they could 
threaten network reliability and security.. We find merit in 
Verizon's argument that ALECe should not be allowed access to 
Verizon's network where there are network security and reliability 
concerns. 

Concerning the issue o f ' a c c e s s i n g  subloop elements on the MDF 
in Verizon'a central offices, the FCC acknowledges that there are 
feasibility issues due to capacity concerns and that certain linea 
"cannot be acceseed at that point, but must be accessed closer to 
the end user.'' FCC 99-238, ! 206, footnote 3 9 9 .  while the FCC does 
not epecifically addrese verizon's concerns w i t l a  technical issuee, 
including the fire hazard, associated with copper being terminated 
on the MDF, It does not require subloops to be acceeeed where there 
are network ea€ety  and reliability concerns. Therefore, Verizon 
shall be required to allow ALECa to accesa subloop elements on the 
MDF, when there is not a concern over feasibility, network saPety, 
or reliability. 

Thuo, we find that Verizon shall be required to provide access 
to eubloop elemente at any technically feasible point, including the 
main distribution frame, that does not threaten network reliability 
and security. Due to ttie customer-specific nature o€ providing 
accesa to subloop elemente, prices for access to subloops shall be 
set on an individual caae basie with thia Commission arbitrating any 
dieputes of technical feaeibility, network reliability, and pricing 
in arbitration proceedings. These rates ahall be filed with u8 in 
t he  appropriate interconnection agreements or amendments to such 
agreement8 on a going forward basis., 

V. PATE8 P OR S G N A  LING NETWORKS AND CALL-RELATED DAT ABASES 

We next determine for which signaling networks and call-related 
databases should rates be set. 

The FCC rules contained in 47 C . F . R  § 5 1 . 5 0 9 ( e )  describe the 
obligations that an JLEC hae to provide access to signaling networks 
and call-related data base6 on an unbundled basis. Three categories 
of databases are discuesed: signaling networks, call-related 
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databases, and service management systems.  Signaling iietworks 
include signaling links and eignaling transfer points. A n  inciinbent 
is required to provide access to signaling networks in the same 
manner ae it obtains access itself. 4 7  C.F.R. § 5 1 . 5 0 9 ( e )  ( 1 )  ( i ) .  

The rules define call -related databases as "databases, ot tier 
than operations support systems, that are used 111 sign~ling networ k e  
for billing and collection, or the transmission, routing, or other  
provision of a telecomltiunlcdtions service." 4 7  C . F . R  §51.509(e) ( 2 )  . 
Such databases include Calling Name Database (CNAM) , 91 1 Database, 
E911 Database, Line Infornatlon Database ( L l U B ) ,  Toll F t e e  Calliirrj 
Database ( 8 0 0 ,  888, and otlier toll-free n t i m b e r s ) ,  Advanced 
Intelligent Network (AIN) UaLabases, and downst iealir nutibet 
portability databases by means of p h y s i c a l  access at Ll ie  ~ i c ~ n a l i i i g  
transfer point linked to the uribundled databases. 4'1 C.L.' .H.  
§ 5 1 . 5 0 9 ( @ )  (2) ( j )  . CNAM databaees are used to pi-ovide Cal let- TI1 drrd 
related telecommunicatione services, and the 9 1 1  and E911  databaecB 
are telecommunications services used to provlde emergency 
assistance. Order PCC 99-238, CC DN 96-98, 1 4 0 6 .  A I N  databases 
allow centralized control of call proceseing and network informatioil 
proceaeing, 80 that such functione do no t  have to be performed at. 
each switch. Other datahasee provide iriforrnalirm drld 1 t l u l  ruct 1 C J t 1 8  

used in call processing. Order FCC 96-325, CC I3N 96-98, 9 1 3 5 7 - 4 5 9  

Service management sygtems are computer database0 chat pel  form 
varioue data proceesing functions. 47 C.Y.R. § 5 1 . 5 0 9 ( e )  ( 3 ) .  
Operator aervicee and directory aseistance are also defined: 

Operator services are any automatic or 1 ive asa1stance to 
a consumer to arrange for billing or completion, or both, 
o€ a telephone call. Directory assistance 1s a servlce 
that allows subscribere to retrieve telephone tilimbers of 
other subscribers. 

47 C.P.R. §51.509(€). 

An I L E C  ie only required to provide unbundled access to 
operator service or directory assistance "where the incumbent LEC 
does not provide the request irig telecoinrnunical ion8 carrier w i t h  
customized routing. . . .I' 47 C.F.R. S 5 1 . 5 0 9  (f . 
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Verizon witness Trimble states that "Verizton Florida is 
proposing TELR1C-based pricee for  accegs to its SS-7 signaling 
n e t w o r k  and for the databases  enumerated by the FCC, with one 
exception. I' He notes that [ s ]  ince customer requirements are highly 
var iab le ,  Verizon Florida ie not proposing pricee for accesa to the 
Verizon AIN service creation envirorlment and associated databases. 
Verizon Florida proposes to establish these arrangements on a case- 
by-caee basis.'' 

Though  no other party addressed thin ieeue in testimony, the 
ALEC Coalition took a positlon in it6 brief  with regard to eubloape. 
No analysis of i ts  position was provided. Subloope are the aubject 
of Issue IV and were addressed there as appropriate. 

The ALEC c:oaJ.itioii s t a t e s  in itn brief that Verizon'e proposed 
r a t r  m t  tr ictute Is rrriacceptable. However, t h e r e  is no dlecussion of 
t l i ie  in the record or i n  the briefs. As a result, it ia not 
possible to analyze the ALEC Coalition's position. Z-Tel took no 
position in its brieP, and Covad adopted the position of the ALEC 
Coalition. 

P EC !-SLW 

t1poti c r m n i d e i a t - i o n ,  we! ac-capt Ver iznn ' s  propoeal a~ it. pertains 
to the UEIEg to be offered; but riot a s  to the rates, The rates may 
hc iiiipartecl by Cindinqs made in other sections of this Order. 

V I .  RECOVERI~~-~ON-RECURRI" COSTS THROUGH RECURRINQ RATES 

V I P  are next asked to determine under what circumstances, i €  any, is 
i t appropriate to recover non- recurr ing cost a t hroirgh recurring 
rat  es. 

Verizon witness Dye believes it is inappropriate to recover 
orie-time, non-recurring c o s t s  through recurring rates, unless 
parties agree to do so or the cost object has a reasonably definite 
revenue-producing life arid can be reused by different cuetomers.  
Witriess Dye Iurther explains: 

It is generally not appropriate to recover one-time 
custnmer-speciflc c o s t s  for  nonreusable assets or services 
ttirnugh recurriiig rates. I f  a cost is incurred once €or 
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a specific customer it should be recovered through a 
concurrent one-time payment from that customer. This 
would include one-time costs associated with processing 
service orders and connecting the service. Recovering the 
service in a recurring rate structure would put recovery 
of those costg in jeopardy since there is no assurance 
that the customer will continue to use the eervice over 
the recovery period. Likewise, services or customers that 
do not cau~e the cost t o  be incurred ehould not be 
reeponsiblc far  recovary of the costa in the recurring 
ratce. 

Witnee6 Dye maintains that "this one-time pricing ~tructure is used 
becauee it best matches the coet to the coet  caueex. In fac t ,  i f  
the ILEC were required to charge a monthly recurring charge fo r  a 
special facility and the customer aubeequently abandoned the plant, 
the ILEC would suffer a *etranded coet" that would ultimately be 
borne by its other customers." 

However, witness Dye contends that there are two exceptions to 
the above general principles. First, parties eometimee agree to 
recover non-recurring costa through a monthly recurring rate. In 
such inetances, however, the partlee' contract contains an early 
termination provision, under which t h e  buyer must pay ite bill in 
full or continue to make monthly payments [plus appropriate 
intereet) even if it diecontinues operation. Second, a company may 
charge a monthly recurring price €or a non-recurring coet where the 
coet object hae a reaeonably certain revenue-producing life and is 
expected to be reusable by different cuetomers. 

The ALEC Coalition claims that ,costs incurred for the benefit 
of many cuetomere or that provide future value 6hOUld be recovered 
through recurring rates. ALEC Coalition witnees Ankum e t a t e e :  

Nonrecurring cost should only be recovered through 
nonrecurring charges if the coets are a direct cost to a 
specific unbundled network element that ie ordered and 
provisioned. I f  the nonrecurring cost  ie a common cost 
then the ordering and proviaioning o€ a l l  network 
elements, such costs should be recovered through recurring 
charges. 
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Direct cost aesociated with the ordering and provisioning 
of a speciEic unbundled network element should be 
recovered from the ALEC customer ordering and using the 
network element: that i e ,  the c08t muet be recovered from 
the eoet caueere. Common C O B ~ B ,  on the other hand, are 
not caused by an individual ALEC customer, but rather by 
all customere collectively. It is appropriate, therefore, 
to spread these coste over the total projected output of 
all network elements i n  the form of recurring charges. 
This ensures that the totality OE the cost is recovered 
without disproportionately burdening eome customers (ALEC) 
more than othere. That is, by including the conunon cost 
in recurring chargee for unbundled network elements, each 
ALEC customer will pay for unbundled charges for unbundled 
network elements, each ALEC customer will pay fo r  a share 
of the common cost of ordering and provisioning processee 
that is directly proportional to the length of t i m e  that 
the unbundled elements are  used by the customer. 

Covad d i d  not file any testimony on this issue; however, in its 
post-hearing brief Covad noted that, according to the FCC, loop 
rates that pose a barrier to entry are statutorily precluded under 
tho Telscommunicatione Act. Further, Covad contende that Vtrizon's 
proposed ratee are "unjustified, unsupported, and dramatically out- 
of-line w i t h  tho ratee sei in other parts of Florida." The matter 
of appropriate ratee ie addreeeed in other issues in this docket and 
l e  beyond the ecoge of the ioeue at hand. 

The FCC'a Local Competition Order allows a state commission "to 
permit incumbent LECE to charge initial entrants a proportionate 
fraction of the costs incurred, baaed on a reaeonable estimate of 
the total demand by entrante for the particular interconnection 
eervice or unbundled rate elemente." CC Docket No. 9 6 - 9 8 ,  FCC Order 
96-325, 1750. Additionally, a s t a t e  commission may require ILECe to 
recover nonrecurring coete through recurring chargee over a 
reaeonable prriod of t i m e .  CC Docket No. 9 6 - 9 8 ,  FCC Order 9 6 - 3 2 5 ,  
1 7 4 9 ,  By definition non-recurring coete ara the efficient, ons-time 
COEIEB aeeociated with establishing, disconnecting or rearranglng 
unbundled network elements purchaeed from an ILEC et the request or 

a customer ( e . g . ,  A L E C ) .  We believe that FCC rules allow s t a t e  
commissions to require recovery of non-recurring costs over time: 

State commissions may, where reasonable, iequire iricunhent 
LECs to recover nonrecurring COB t 8 through r ecu TI-1  ng 
charge8 over a reasonable period of time. Nonrecurring 
charges shall be allocated elf iciently among requesting 
telecommunications carriers, and shall not permit an 
incumbent LEC to recover more than the total forwdrd- 
looking economic cost of providing the  applicable element. 

4 7  C.F.R. §51.507(e). Such an arrangemenL would decrease the size 
o f  an entrant's initial capital outlay, thereby reducing Eltiancia1 
barriers to entry. At the same t i m e ,  any such reasonable arrangement 
should ensure that incumbent L E C s  are fully conipensated for their 
nonrecurring costs. Local competition O r d e r ,  1 7 4 9 .  We note that i11 
the BellSouth phase of thie docket, w e  r u l e d  that i f  a non-recr~rring 
charge posee a barrier to entry, it may be dealt w i t h  i n  one of t w o  
ways: 1) through the uae of a term payrrient or insta l l iner ir  pldn; or 
2 )  by including the cost in recurring UNE charges. Order N o .  PSC-01- 
llBl-FOF-TP, p .  124. Veriron witness Dye contends that the issiie of 
the term over which payments for non-recurring charges slioiild be 
made may be best left to negotiatione between tlie parties, 80 that 
they may select a payment plan that best fits individual needo. 
Whether t h e  magnitude o€  a given non-recurring chazge erect8 a 
barrier to entry ehould be derermiried on a caee-by-case b a s i e .  

m S I O N  

We may set recurring rates  that recover a portion O E  n o r i -  
recurring costa through recurring charges. The Inclusion of non- 
recurring costs in recurring rates shall be considered where the 
resulting level of nonrecurring charges  would constitute a barrier 
to entry. 

lkrc we ~iatst  de~o~- i i \ i i i e  tlie ulJprcqJi  ate U B C I I I I I I ~ L  luiicl and I i i p u ~ u  
for the following iteme to be ueed i n  the Eorward-looking recurring 
UNE Coat studiee. 
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( a )  network deaigrr (fncludinq cuatomer location 
assurnpt ions) ; 

Witnese Tucek sponsors Verizon'a long-run forward-looking 
recurring cost studies in this proceeding, which are produced using 
a Florida-specific vereion of the company's Integrated Cost Model 
(ICM-FL) . Witness Tucek states that the vereion of ICM-FL filed in 
this docket has  two major refinements. The first change pertains to 
ICM-FL'e loop model. Previously, XCM modeled the number and 
l o c ~ t i o n  of DLK sites and associated feeder routes so a8 to satisfy 
a iiser-ldeiitified maxiinum copper loop length (either 12 or 18 
kilofeet). For this filing, this option was disabled, and the 
locations O E  DLCs are hased on Verizon Florida's current network and 
I n n t e e d  are inpiitrr t o  the model. 

According to witriees T u c e k ,  the second modification concerns 
l l i e  i i ip r i ts  to ICM'a Transport Module. tie teatifie8 that the 
agsignmerit of end offices to particular SONET ritigs formerly was 
made without regard to the actual assignments in the existing 
network. While witness Tucek notes that end off ice assignments are 
still made outside of the model, in ICM-FL they more closely reflect 
Verizon Florida's network design. In t h e  modeled network not all 
SONET rings connect to the Tampa access tandem switch; where this 
occurs, a large central office on the ring serves as the hub. 

Verizon witness Tucek a s s e r t s  that we should endorse the use of 
101-FL to derive Verizon Florida'e costs of UNEs because i t  " .  , . 
provides estimates of the forward-looking coBts of provieioning 
telecammilnications services out ol the Company's own network in 
Florida, a s  opposed to the costs produced by a proxy model based on 
assumptions and input  value8 that are  not company-specific. ICM-FL 
cAtimates the Eorward-looking coste O C  provisioning 
telecommunications services out of the Company'e own network by 
reElecting Verizon's engineering practices and operating 
characteristice, and by relying on the Company'e Florida costs for  
mater ia l  and labor." According to witness Tucek only a cost model 
t h a t  reflects Verizon's engineering practices and operating 
cliaracteristlcs can yield realistic estimates of the Company's 
forward-looking c o s t s .  ICM-FL aatis€ies this requirement because 
i t  models a Eorward-looking loop network based on Verizon's 
ertg1riePririq practices and guidelines; bases its switching costa on 
V e l  i tun  FlCit i d a ' s  exi.st irig host/remote configurations aiid technology 

mix, at ewitch prices Verizon is preaently and prospectively able to 
obtain; and incorporatee materiel input valuee baaed on vendor 
contract8 and labor coate reflective of the actual  c08t of labor 
activitiee performed in Florida. 

Witness Tucek c i tes  a8 feature8 of ICM-FL that it ie teetable, 
€lexible, open to inepection, and ie internally integrated. He 
enurneratee six ways that the model can be t e s t e d :  (1) eensitivity 
analysee can be performed, khanging model inpute aeeumptione: (2) 
the model is capable of providing output reporte of the reeulte of 
intermediate calculationa; ( 3 )  it incorporates an integrated 
databaee query €unction; ( 4 1  ICM-FL'e database filae and query 
results can be exported to other p f o g r a m ~ ,  such a8 a epreadeheet; 
( 5 )  t h e  model can generate graphical repreeentetions of the network 
modeled in specific wire centers; and (6) in Conjunction with tho 
visual interface, a u ~ e r  can inspect detailed intermediate outputs 
associated with the wire center area map displayed on the acreen. 

The Verizon witneee contends that ICM-FL ie flexible because it 
is able to derive either total element long-run incremental cost 
(TELRIC) r e s u l t s  for setting UNE ratee, or total service long-run 
incremental cost (TSLRIC) reaulta for eetting retail rates. 
Moreover, he notee t h a t  the Mapping/Repoxt module of XCM-FL enablee 
an analyst to d e f i n e  new UNEs or eervicee by combining uacr- 
specified combinations of basic network functions. Witness Tucek 
observe8 that ICM-FL is open to inspection, as i t a  pxocessae, 
inputs, outputs, and many intermediate outputs can be viewed at low 
levels of detail. XCM-FL i s  integrated in that it combines all 
network components into a single model. By being integrated, thie 
'I. . . modular approach provides a consistency within t h e  model with 
respect to inpute, programming logic, and assumptions. This not ' 

only makes the model easier to uee but, mre important, it makee the 
cost etudies internally consietent." 

ICM-FL calculates t h e  TELRIC of LJNEs or the TSLRIC of retail  
services by designing and constructing " .  . . the network all at 
once, using currently available, forward-looking technology and t h e  
prices for labor, material and equipment that Verizon ie actually 
able to obtain. The network i e  modeled BO that it  is capable of 
serving one hundred percent of current demand, and its  componenta 
include all network elemente Verizon is required to unbundle (e.g., 
loope, switches, transport) . I '  The model consists of s i x  modules: 
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Loop, Switch, Interoffice Transport, Signaling System 7 ,  Expense, 
and Mapping/Reporting. Witness Tucek testifies that the first four 
modules yield the  forward-looking investmenta associated with U N E s ,  
while the Expense module derives the capital cost and operating 
expense factors needed to convert the investments into monthly 
recurring costs. Capital costs include a return on and return of 
investment, property taxes, and income taxea. Operating expenses 
include coats of operating and maintaining the network, carrying 
costs of general support assets ( e . g . ,  motor vehiclee, general 
purpose computersl, and any' marketing and billing and collection 
expenses attributable to a given WE. The Mapping/Reporting module 
applies the factors from the Expense module to the investments in 
the four investment modules, maps the network component costs  onto 
WEB, and generates output reports of the recurring cost of each 
UNE.  

Witness Tucek provides a description O C  each of ICM-FL's 
modules; 

ICM-FL'a Loop Module eetimates the investmenta needed to 
construct the loop - that portion of the local exchange 
telephone network that extends Lrom the Main Distribution 
Frame in the wire center to the Network Interface Device 
at the end user's location. These investments include 
items such as teleph?ne poles, manholes, copper and fiber 
optic cables, and conduit. ICM-FL builds the loop €rom 
exiating wire center locations to customer locations 
determined through the uee of detailed census in€ormation, 
actual line counts, tariffed exchange boundaries, and road 
length data. 

The Switch Module calculates the investment needed to 
provide the circuit connections for completing telephone 
calls. The switch module designs a network baaed on 
Verizon's existing wire center locations, host/remote 
relationships, and the digital switch types that Verizon 
deploys in its network. Coets are based on the current 
prices Verizon pays for initial switch placements and 
expansions. 

The Interoffice Transport Module designe the facilities 
needed to carry traffic among Verizon offices and between 
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Verizon's network and the rest of the public switciied 
network. These facilitiee consist of specialized 
transmission equipment within wire centers and outside 
plant facilitiee that carry communication signal8 between 
hosts, remotes, and tandem offices. ICM-FI. models the 
investments associated with these facilities using the 
most ef€icient fiber optic equlpment and technoloyies. 

The SS7 Module calculates the investmerits needed €or a 
stand-alone signaling network. T h i s  signaling network, 
via corinections a t  end office arid tandem switclies, g o v e r n s  
the operation of the switched telephone netwofk by setting 
up calls and ensuring efficient utilization of facilities. 

The output of rhe four modules descr lbed  above represents 
the investment needed to build a modern, efficient 
telephone network. The Expense Modi11 e determilies the 
€actors and ratios used to calculate the costs of 
operat i rig this net work. Nonrecurring costs o €  
establishing or terminatlng service and common costs are 
m L  iiicliided i n  the developnrent of expenees. I n  addition, 
the Expense Module calculates tlie cc lpi 'a l  coyt ralios 
(depreciation, return on i n v e s t m e n t ,  and t a x e s )  associated 
with the network invpstments. 

The Mapping/Report Module applies the factor's and ratlcw 
developed in the Expense Module L o  the invevtmente 
generated by the other €our modules. This modtile aleo 
aggregates the cost of Basic Network Functions ( B N F s  - 
e . g . ,  network access chanriels, line terminatioris, call 
setup and minutes of use) tor TSLRICs of services and 
TELRICs of unbundled network elements and develops 
detailed output reports. BNF reports are also generated, 
which include a coet for every network function. Output 
reports can be aggregated a t  t h e  wire center level, groups 
of wire centere, or a t  statewide weighted average totals. 

Since ICM-FL generaces cost  reeults at the wire center level, these 
resiilts can be aggregated t o  yield, e . g . ,  deaveraged r e s u l ~ s  by rate 
zones or bande. 
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Witness Tucek identi€lee seven major assumptions that are 
incorporated into ICM-FL. First, it ie assumed that the network 
modeled is constructed inetantaneously, w i n g  a l l  new equipment and 
current technology, t o  serve lOOI of existing demand. This 
characteristic is often referred to a s  "scorched earth"; where a 
model assumes that switches are  placed where they currently exist, 
such a model is known a s  a "scorched node" model. Second, ICM-FL 
assumee that cuntomer locations below the wire center level can be 
esriniated based on the percentage oL road mileage in a small given 
geographic area. Third, it is presumed that the coat study reflects 
Lorward-looking capital costa. Fourth, t h e  mix of structure 
dpployed [i.e., the amount of plant that i s  aerial versus buried 
vprnus  uiidctqround) arid h o w  much of etructure i s  shared with other 
ptnviders, I s  hoed on Verizon Florida's actual experience. Fifth, 
m o d e l  i n p u t s  Lor the C O S ~ E  O E  rrratexials, equipment and labor are 
lrnnpd on t h n o e  experienced by Veri~on. S i x ,  the eizing of cables in 
t h v  iiioda1ed outaide plant follows Vcrizon'e engineeriiig guidelines 
Srrvcri, common costs arid one-t iine casts associated with connecting 
a1111 cliscoiiriectilig s e r v i c e  are not included in the model, 

Witness Tucek emphasizes that  the network modeled by ZCM 
re€lecta neither Verizon Florida's existing network nor how networks 
a r e  actually constructed. For example, he notes that  Verizon's 
actual network was deployed over time, and no firm would immediately 
replace its existing Eacilities when a new technology became 
available. The witness offers various reason8 why the  cost results 
from ICM-FL should be considered as a lower bound for the company's 
incremental costs of providing UNEs to ALECs. Witness Tucek 
observes that in the real world, demand in a given area materializes 
over time, riot a l l  at orice; tlius, t h e  economies of male and scope 
implicit in the modeled network would be greater than what actually 
can be achieved. As a related example, he states that while the 
model assumes that pole lines are on only one side of a street, the 
actual network may require lines on both sides due to network 
clearance ~equiretnents; hence, the model aseumea a lees coetly, more 
efficient configuration than may be achievable i n  an aclual network. 

Witness Tucek also notes that  c e r t a i n  of the assumptions in 
long- run cogt models do not acknowledge the constraints under which 
ILECs will operate during the  next f e w  years, especially costs 
ielated to transitioriing from existing technology to that reflected 
111 the n ide l .  He explains: 
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For example, in Verizon'a network, many end u8ere are 
eerved by integrated pair-gain devices, v i a  a trunk-side 
connection to t h e  ewitch, becauee t h i s  ie t h e  most 
economical way of providing service to theae  end usera. 
I f  such an end user decidee to leave Verizon i n  favor of 
a CLEC, and i f  t h e  CLEC only orders an unbundled loop in 
order to provide service to that end user, then Verizon 
muet terminate that end user's loop at the mainframe in 
order to hand it off to the CLEC. A cost .model that  
aeaumea all new plant and technology does not capture 
these transition costa. 

Witiiesa Tucek testifiee that in ICM-FL the location of ewitchcs 
and current host/remote relationships are retained, and ewitching 
coBta are based on t h e  switch t y p e s  that Verizon purchases. He 
notes that ICM-FL similarly models the types and sizce of digital 
loop carrier (DLC) equipment deployed by the company. Witncae Tucck 
states that the transport module in ICM-FL models a traneport 
network baaed on Verizon'a current tandem switches, and clusters end 
offices on SONET rings based on their distances from tandem. 

Verizon witnese Tucek streesea that it is important that the 
Verizon Florida's cost studiee reflect the company'e actual 
operating characteristics,and its costs €or materials, equipment and 
labor, in order for the study results to truly reflect Verizon's 
forward-looking costa. In particular, he contende that it is 
eseential that ICM-FL properly account for Verizon's etructure mix 
(i.e., relative mix of aerial, buried, and underground outeide 
plant) and the extent to which its  structures are shared with other 
providers. Witness Tucek etates that witnessee in other proceeding9 
have alleged that  eignificantly greater opportunities fo r  etructure 
sharing will ex is t  in the future and thus theee proepectlve eharing 
percentages ehould be reflected in cost studies. Verizon witness 
Tucek disagreee, stat'ing that these allegations disregard t h e  fact 
that Verizon'~ network actually ie in place: 

They aseume that Verizon (or other utilitiee) would have 
the  foresight to install polea and conduit eyeteme that 
were large enough to accommodate these greatly expanded 
levels of sharing. With respect to buried cable, theee 
parties apparently believe that Verizon will dig up its 
existing cable in order to immediately rebury it i n  a 
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shared trench. Even if one takee the position that it is 
the coete of aome hypothetical new entrant that is going 
to rebuild the entire network that ehould be modeled, 
greatly increased levels of sharing .atill cannot be 
supported. Even under this hypothesis, the required 
coincidence of wante in space and time among the eharing 
utilities murt be assumed am well. However, there i e  no 
hypothetical new entrant that will completely rebuild the 
electric power and cable TV networks in Verizon's eerving 
areas. Like Verizan, their networke are already in place 
along with sharing arrangement6 that made sense at the 
time . 
ICM-FL'e Loop Module h a s  four basic aspecte: a uniform demand 

Unit, Electronic Serving Area/Cluster development, local loop 
network design, and detailed network engineering. ICM'e uniCorm 
demand unit is a grid  standardized to 1/200th degree by 1/200th 
area. Although thie demand unit is not conatant ae to size, it is 
conatant in terme of degreee; ae Buch, it specifically defines a 
geographic area. To each demand u n i t  various typee of d a t a  are 
mapped, including the number of reeidential and buaincas linea, 
road-feet, and topographical data (e.g., bedrock depth, water table 
depth). 

Stopwatch Maps took 'estimatee of line counre by ceneue block 
provided by PNR A e e o c i a t e e  and assigned customer lines to ICM'B 
demand unit, baaed on the ratio of the number of road feet in the 
grid to tha total road feet in the wire center in which the gr id  is 
located. Data on road feet was obtained from the US Ceneus Bureau's 
Topologically Integrated Geographic Encoding and Reference (TIGER) 
filee; these road feet data pertain to the typee of roads along 
which it ie preeumed that residences and businesses would be 
located. The various demand unite are assigned to wire centers 
baecd on Varlzon Florida'e exchange boundariee; the total linee of 
the  gride mapped to the wire center are trued up to the wire 
canter'e actual line counte. 

A n  Electronic Gerving A r e a  (ESA) is an area in which all 
eubecribers can obtain a local loop capable of providing digital 
eervices. The e l m  of an ESA ie a function of the maximum copper 
loop length t h a t  provides for specified data transmission ratee and 
analog voice levels. I C M  *develops loop costs baaed on a network 

that uses existing feeder routes and DLC locations a s  an i n i t i a l  
starting point. . . . the resulting network provides d i g i t a l  
service capabilities for many, but not all customers. The loops ai-e 
provisioned with 24-gauge copper cable, and also utilize Dl,C 
extended loop cards for long loops requiring additional gain '' 

The loud1 loop rietwotk coneiute u E  fecdeI and ~ ~ B L ~ L L I I L I U I I  
components, T h e  feeder neLwork contains both fiber dlld C 0 l ) l J C I  

cable; Eiber feeder connects the wire center to digital loop 
carriers ( D L C s ) ,  while copper backbone cable connects the DLCs or 
the wire center switch (in the core area surrounding t h e  switch) to 
cross-connect boxes in four different directione. The distrlbut~on 
network has two components, local distribution and backbone, both of 
which are copper-baaed. The backbone distribution connecta the 
local dietribution portion to the crose-connect boxes, whereaa t h e  
local distribution portion extends from the backbone cable to t h e  
end w e x .  

The routing of the copper feeder and backbone d i s t r i b u t i c J n  
cable is determined by a Consrrained Minimum Spanning Tree (CMS'T) 
algorithm. T h i s  algorithm 

. . . ,  fiilds a eet of paths between each s i t e  610 t h a t  
every  e i t e  1s connected to the main site and the t o t a l  
path length is minimized. I f  unconstrained, the alcjoritlm 
would tend to generate a network i n  w h i c h  each site hao 
one path entering and one leaving. This tendency, when 
realized, produces a network that doee not resemble the 
cable patrern typically found around a wire center. To 
ensure that this tendency ie not realized, the constralned 
algorithm incorporatee dummy eites called Junction Nodes. 
The Junction Nodes, which are pass-through sites on the x 
and y-axes, allow plant to be placed in each of the f o u r  
basic cardinal directions around the wire center without 
violating the baeic assumptions of the algorithm. 

The underlying CMS'P algorithm used by I C M  Legine w i t h  a 
network consisting of the wire center and the ULC 
locations, which are referred to a s  the Supplier Nodee. 
Additional nodes are attached to t h e  network tising a 
minimum distance criterion. The first step of the  process 
involves finding the demand unit, which is referred to as 
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a node, to a e u p p l i e r  node.[eic] A t  each aubsequent step, 
the algorithm determinee which of the nodes not yet in the 
network is closest to any attached node. That node is 
then added to the network by attaching it to the closeet 
attached node, The algorithm proceeds in this manner 
until all of the nodes are attached to the network. ICM's 
CMST algorithm results in a network in which the nodes are 
connected usinq right angle, or rectilinear, links 
para1 l e l  to t h e  axes .  

'I tit? local tliatributloti network  ie denigned baaed on ueer-input 
templates. These templates "allow t h e  ueer to emulate eome of the 
thought processes that go into designing a network, based on the 
cliaracteristice of a demand unit." I C M  uses nine different 
teiriplatee, that vary based 011 rangee of road feet in a demand unit. 
As the number of road feet in a demand unit increases, the number oE 
cable sect ion8 increases, reflecting more complex, dense street 
p a t t e r n s .  

According to t h e  ICM documentation, an Individual Planc 
I r I e n t 1  Eication ( I P I D )  indicates t h e  length of cable between splices, 
a e  contained i n  Verizon's cable recorda. ICM models one eplice, 
s e p a r a t e l y  €or fiber and copper cable, based on t h e  I P I D  length. 

Residential drop wire investment varies according to whether 
the demand unit is assumed to contain single family or multi-family 
buildings. If there are fewer than 500 residential unite in a 
dernand unit, it is assumed that single family dwellings exist and 
IC'M incrdcrln one drop wire per residential u n i t ;  the size of the drop 
w i l e  io a t iyer irtput. Ilnwever, t E  the riumber of ientdential i i r i i t s  
exceed9 5 0 0 ,  multi-family u i i ~ t s  are assumed and 25 p a i r  e n t r a n c e  
cables a r e  assumed. 

Business drop wire inveetment ie determined in a similar 
manner. The model places drop w i r e s  where the number of business 
u n i t s  in a demand unit is less than 500.  Where there are between 
500 and 1250 bueineas units, 2 5  pair entrance cables are assumed; 
where the demand unit contains more than 1250 units, 50 pair 
entrance cables are used. 

Drop and entrance cable lengths are computed by first 
determining t h e  average lot size, by dividing t h e  area of t h e  demand 

unit by the quantity O E  residential and businees units i n  the demand 
unit. It i s  then aseumed that drop wire rune from the corner of a 
lot to the center of t h e  lot; the drop length is then computed 
geometrically. However, the  minimum and maximum drop lengths in a 
demand unit can be constrained via user inputs. 

Determining the sizing and location of serving area interface8 
(sAIs) is a function of whether the cluster ie a core cluster (which 
is the cluster that surrounds the wire center and ie served by 
copper cables) or a non-core cluster, and eeveral ueer inpute. 
Under certain circumstancee, ICM may install a aecondary SA1 along 
a route. The model accumulates demand from the end of a cable route 
toward the origin of a cluettr. A core cluetcr doae not have a 
primary S A 1  becauee it ie aeeumed to be served off of the main 
distribution frame; however, it may have a secondary SAI. Primary 
SA18 for  non-core cluster8 are placed adjacent to t h e  cluster's DLC. 
If a user-epecified demand level is triggered and a minimum distance 
requirement ie eatiafied, a secondary SAX may be placed. 

ALEC Coalition witness Ankum raised eeveral criticieme 
pertaining to ICM-FL and recurring costs which are addreased in 
other iseuee (drop length, UDLC v .  IDLC, etc.). To avoid 
redundancy, only those arguments that are not dealt with elsewhere 
are discussed here. 

Witness Ankum testifies that the CLEC induetry is at a critical 
point in i t s  brie€ history, and it is crucial that we eetablish 
TELRIC-based UNE rates for Verizon. He notes that from December 31, 
1999 through April 23, 2001, the equity market capitalization of 
CLECs hae declined by $122 billion, or 69%. Although he 
acknowledges that there are a variety  of factore that account for 
this decline, witness Ankum contendB that one important reaeon ie 
that CLECs pay too much to ILECs €or UNEE and collocation. 

Coalition witness Ankum statee that in evaluating Verizon'e 
cost etudies and proposed UNE rates, efforts should be made to 
recognize that Verizon is the nation' s largeet local exchange 
carrier. He asserts that aince the merger, the former OTE companiee 
now operate under the Verizon umbrella and acquire facilities and 
network components under Verizon contractual arrangements. 
Accordingly, the new combined company should operate more 
efficiently and at lower C O B ~ B  than the pre-merger entities, due to 
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*'. . . implementing best practices and leveraging its buying powers 
aseociated with large volume purchaees." Witness Ankum then 
concludee it is Important for us to compare Verizon Florida's 
etudiee filed in t h i s  docket to thoee made +n other jurisdictions 
for comparable elements. He contends that comparing rate8 in 
various Verizon etates can reveal possible fnconeistenciee. Witness 
Ankum believe8 that 'I. . . ,  given that the former GTE operations now 
operate as part of Verizon, the etudiee and rates ahould be 
evaluated not just against the FCC's TELRIC standard but against 
Verizon eillngs in other statee as well ae those of eimilar large 
ILECs such a6 BellSouth." Witness Ankum conaiders such comparisons 
are valid as a "sanity check." Based on a comparieon of Verizon 
Florida's propoeed ratee to Verizon ratee in New Jersey (commission 
approved1 and New York (ALJ recommended), he COnClUde8 that the 
Verizon Florida propoeed rates are "unreasonably high." 

The ALEC Coalition witness contende that allegations that 
Verizon Florida hao higher cost8 than other Verizon entities should 
be diecountad; he offers three argument8 why one ehould be 
eusplcioue of euch claims. First, he states that other Verizon 
companice have tried to make the same argument in other etates. 
Second, witneee Ankum aeeerte that euch a claim is questionable as 
It pertainta to switching coets and eervice ordering. Prospectively, 
switch purchaees will be made under a Verizon umbrella contract that 
reflects the greater purchasing power of the firm. Moreover, since 
real estate price8 are lower in Florida than, e.g., i n  Manhattan, he 
concludee that switching costa should at leaet be comparable to 
those in New York, if not lower. Regarding the coat8 of eervice 
ordering and similar functions, witness Ankum contende that coat 
etudies for these items should capture the efficienciee associated 
with Verizon'e scale of operatione, rather than the smaller (former) 
GTE operatlone. The Coalit lof i  witness conjectures that  eince the 
(former) GTE service ordering centers will or ehould be consolidated 

w i t h  the Verizon centers, service ordering costa should be virtually 
uniform throughout Verizon's local operating companies. He states 
that  many of Verizon's nonrecurring costs ehould be no greater than 
thoee we approved for Bellsouth,. given the overall size of Verizon's 
opera t ione . 

Third, Coalition witneae Ankum etatee that an "applee-to- 
applse" comparieon between UNE ratee i n  Florida w i t h  thoee in 
various other states should be able to be made, as long a8 UNE ratee 

are "appropriately" deaveraged in Florida. He questions 'I. . . why 
Verizon's proposed loop rates i n  the rural areas (Zone 3 )  should  be 
more than seven times as h i g h  as Verizon's loop ratee in wooded, 
remote, mountainous, rural New Jersey. One is left wondering: h o w  
wild and uncultivated doee Verizon think rural Florida is?" Witness 
Ankum concludes that it is not appropriate for V e r ~  2011 Florida's 
cost erudies to rellect that ". . . Lhey ale for a smdl ler  n u r e  
rural local exchange company that may need proLection i r i  ordcr to 
preserve universal service,'. . . Verizon is the largeet ILEC in 
the  nation - the Cammiasion ehould treat It as s u c h . "  

The ALEC witnesses also offered speciflc critlcisrns of 
Verizon's Cost Studies. In particular, they contend t h a t  ICM-FL, ie 
not open and verifiable. Witness Ankum states that i n  a procedural 
order specifying how it would conduct arbitrations under the A c t ,  
the FCC directed that any computerlzed cost models filed in a n  
arbitration proceeding by a party be i n  a for-m that allows ~ O L -  a 
user to modify inputs and be able to determine the impact on cost: 
estimates. He alleges that ICM is not an open model and it wotild 
require extraordinary effort to thoroughly audit the model's 
algorithme. Further, he aseerts that "certain t y p e s  of aaauinptlone 
are eesentially "embedded" in tlie eof tware  program arid cannot  Lie 

altered without rewriting and recoinpillti9 tlie prograrrrnilng code." 

ALEC Coal ition wiLness Ankurn diclputes Verlzorr w i  t i l e e u  T t i c e k ' ~  
Claim that I C M  is open to inspecLion and review, countering L l i d C  
"[bleing open tu inepection and being open to review i t l  riot the adine 
as being sufficlently open to allow for a complete a u d i t  of the 
model'a algorithms and results." He notee that  w l i l l e  IC'M's code ie 
obeervable, an analyst cannot easily change the code and determine 
the effect of such changes. I C M  is written in the Delphi 
programming language and uses Paradox data tables, arid witness Arikum 
contends that t h i e  software ". . , is not sufficiently flexible to 
allow model auditing and Inputting of different assumptlorle i n  order 
to compare various possible outcome scenarios." Witness Ankum 
statee that 111 other Verizon territoriee, Excel spreadsheet-baHed 
models are instead used. In contrast to ICM, he belleves t h a t  Excel- 
based models are completely open and can be audited cell by cell. 
He reiterates that ICM embede certain aseumptione in the program, 
and these assumptione cannot be readily altered by an analyst. As 
an example, the witnees notes that ICM has  built into it the  
assumption that digital loop carrier (DLC) equipment instead of 
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copper cable is installed beyond a epecified fiberjcopper 
breakpoint. fie alleges that in 80me instances only a few customers 
may be served by a DLC and that it would be more cost-effective to 
aRourne they were served by an alternative configuration. Witness 
hrbkum conterids that where spreadsheet-based models are used, i t  is 
m u c h  easier for participants in a proceeding to unearth errors; with 

tie states that no such a u d i t  is possible. Instead, ". . . the 
Cornmiesion is asked to take it on faith that Verizon's a n a l y s t 6  have 
ttiade 110 errors in their programming of the I C M . "  However, due to 
the d i f f e r e n c e s  between Verizon Florida's proposed UNE rates and 
those prevailing in other Verizon states, the Coalition witness 
opines there are reasons to suspect that ICM must be "riddled with 
errore . *  

The A l X C s  also argue Ver izon 's  fill factors are too low. These 
~rqiiin~iit~ are arldrensed i n  Section V I I ( g )  of t h i s  Order. ALEC 
arguments that I C M  should model loops using IDLC, rather than UDLC, 
a r e  addressed in Section VII(m) of this Order, while arguments on 
drop lengths are discussed in Section VII(k) of the Order. 

The ALECe also contend that ICM's network architecture is not 
forward-looking least cost. 
ttiat are there various errors and inconsisterrclee in I C M  that result 
i r i  the model's loop costa being too high. First, he observes that 
I C M  doee Irot b u i l d  its network to actual cuetomer locations but 
instead " .  . . assumes that demand will be dispersed acrose an 
arbitrary grid structure and then "constructe" its network to 
provide service to theae surrogate locations ." Witness Ankum 
considers use of this "gridding" approach a major flaw of ICM. In 
con t ra s t ,  he notes that the HA1 model uees geocoded customer 
loca t ion  data and b u i l d s  its network to these actual locations, as 
doee t h e  BSTLM, BellSouth'a loop model. The Coalition witness 
alleges that ". . . the Commission would be delinquent if it were to 
adopt an  inferior cost model such as Verizon'e I C M  to develop W E  
rates . 'I 

ALECCoalition witness Ankum testifies 

Second, witness Ankum contends that ICM does not adequately 
acknowledge that fiber optic cables are relatively cheap in 
comparison to copper cables. He testiEies that if a [iber-fed DLC 
aygtem is to  be deployed, the fiber cable EhOUld be constructed as 
f a r  into t h e  local distribution area as is Eeasible, in order to 
m i i i i m i z ~  t t ~  use of more expensive copper feeder arid distribution 

facilities. Witness Ankum states that a Verizon witness in a 
Massachusetts proceeding testified that it is alwaye appropriate to 
extend a fiber-fed DLC remote terminal as close a8 possible to the 
customer, as long as a site for the RT can be acquired at a 
reasonable price and the achieved fill of the DLC eystem exceeds a 
target level. Witness Ankum asserts that I C M  faila with respect to 
this condition because it always assumes that copper feeder 
facilities comprise part of a loop, even if the loop is served by a 
fiber-Eed DLC. Moreover, he contends that ICM often places a 
secondary serving area interpace (SAI), which practice also tends to 
increase the deployment of copper facilities. The Coalition witness 
concludes that ICM is defective because it does not attempt to place 
the SA1 and the RT close to customers, which would maximize the use 
of fiber cables while minimizing the use of copper facilities. 

T h i r d ,  witness Ankum states that the ICM never assumes that 
where a large concentration of customers e x i s t ,  that a DLC RT is 
placed in a building. He testifies that where thie aeeumption is 
made, expensive copper feeder and distribution facilities are no 
longer needed. The ALEC Coalition observes that in Massachusetts 
and New York Verizon has assumed that there are inotances where a RT 
would be placed on the customer premiaee. 

The ALECs also argue that the rates for DS-1 unbundled loop8 
are excessive. We a d d r e e s  this concern i n  section V I l ( r )  of thia 
Order. The ALEC arguments that Enhanced Extended Link (EEL) rates 
are too high, as well as their critique of the switching cost 
studies, are addressed in Sections XII(b) and VII(o) respectively. 

In response to these criticisms, Verizon witness Tucek 
testifies that ALEC Coalition witneee Ankum'a rebuttal teetimony ie 
rife with flaws, both technical and conceptual. Witness Tucek cites 
as the fundamental flaw associated with witnese Ankum's 
recommendations "that Dr. Ankum advocate8 basing TELRIC eetlmstee 
and UNE rates on a network t h a t  ie disconnected from the real world, 
and t h a t  is completely unlike the network from which the UNEe will 
be provisioned. Dr. Ankum's disregard €or the characteristics oE 
the real network indicates that he is unconcerned with the costs 
that Verizon will incur in provisioning UNEs." The Verizon witness 
cites as an example of witness Ankum's disregard fox Verizon'e 
actual network his various fill factor recommendations, which 
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witness Tucek contends bear no linkage to Verizon Florida's network 
and re€lect a network operating nearly at maximum capacity 

Witness Tucek argues that Coalition witness Ankum relies on an 
excerpt from 1685 of the FCC's Local Competipion Order, FCC 96-325  
to support h ie  view that ewitch prices in a TELRXC study should be 
baaed solely on the prices of new switches. However, the Verizon 
witness counters that when the entire paragraph is read in context. 
it is evident 

that the FCC intended TELRIC to estimate the costs ILECs 
expect to incur in providing UNEs out of their own 
networks, riot out of some fantlaey or hypothetical network. 
To argue that the i n p u t s  for switch prices - or any other 
input - must be developed as i f  the network is built all 
at once just because the FCC only specified that wire 
center locations must be fixed, is both self-serving and 
plainly contrary to the FCC'a intent. This is true even 
i f  the model employed designs the network all at orice - to 
be useful, costs must be grounded in reality and model 
inputs must reflect actual experience. 

Witness Tucek states that although ICM-FL does not completely 
model Verizon Florida's existing network, he asaerts that it comes 
closer than any alternative filed with ua. Moreover, contrary to 
ALEC Coalition witneee Ankum, he notes that ICM-FL does not yield 
excessive coats. As a measure of reasonableness, witness Tucek 
compare8 ICM-FL's modeled sheath feet of fiber and copper cable to 
the actual amounts in Verizon Florida's network. He states that 
overall ICM-FL models 229  fewer sheath feet than are currently i n  
place, and concludea that ICM-FL models a smaller, lees coetly 
network. 

Verizon responds to the allegation that ICM is not open and 
verifiable by disputing ALEC witness Ankum'e claim that although he 
has access to the model's code, ICM-FL i e  inflexible and does not 
allow €or auditing and substituting of alternative assumptlons. The 
Verizon witness contends that "nearly all" of the model's inputs are 
user-adjustable. He acknowledges that it is not possible to vary 
100% of the model'e inpute and assumptions without modifying t h e  
\rndar 1yiIl 'J L ' O ~ U ,  aird allagae thaL iiiodslcl crporieored by ATL'I' i n  oLhcr 
proceedinge could not eatis€y euch a atringerit standard. According 

to witness Tucek, "not every underlying input or ausutnptloii 111 d 

model needs to Le user-adjustable in order Ear ATLT and MCX to 
support ita use." 

The Verizon witnese counters that witness Ankum's benioaning the 
fact that ICM-FL ie not epreadsheet-based, conflicts with AT&T18 
actions i n  other venuee. Witnees Tucek  s t a t e s  that ICM-FL i a  
written in Delphi Pascal ,  and notes that the  code was been made 
available i n  text and .pdf form. He opines that while witnees Ankum 
may not have the ability to modify ICM-FL's code, i r  is doubtful 
that no employee or consultant of AT&T or WorldCom has this ability. 
Witnese Tucek testifies t h a t  in other jurisdictione ATLT arid 
WorldCom have sponsored i;l modified version of ttie tLCPM, the F I T ' S  
universal eervice cost model, where the loop portion of this mode1 
was altered. However, the loop portion of the HCPM thaL watl 
modified try AT&T is written in Turbo Pascal, an outdated predecessor 
to Delphi Pascal. The Verizon witness infers t h a t  "The fact thdt a 
model'a platform 1s code-based certainly lias not prevented ~oti ie 
members of the ALEC Coalition from advocating its use when i t  suited 
their purposes." 

Witness 'I'uaek challenge8 Coalition witriees Ankiim'ki  clairn t t i a t  
there are critical aseumptions aasociated with controversial istliietl 

embedded i n  I C M - F L ' s  code, that cannot be readlly alteied. The 
Verizon witness states that in his experience the most conrroversial  
isauea in dispute concerning the 'I'ELRIC approach typically a r e :  

modeling of customer locat ions; 
aseumptions of fill factors; 
inputs dealing with depreciation and the cost of  iiioney; 
i n p u t e  dealing w i t h  placement and material costa; and 
network design assumptions. 

Witness Tucek asserts that with respect to the firat two items, w i t h  
one minor exception, no assumptions are embedded in the ICM-FL  code. 
Similarly, he notes that inputs for depreciation, cost of money, 
placement costa, and material costs are readily adjustable by the 
model user.  The Verizon witness contend8 that diaputee eurrounding 
network design typically a r i s e  regarding structure sharing, ttie 
p-cqwr  IJLC c o i i f l y i t a t  ion LO iiiudal for   ha provluion O E  UNEu,  arid ~ l i a  
choice of rrwltclilng techrio.logy; none of ~ I i e s r t  iLeme a r e  hardwirurl I n  
t tie model ' 8 code. 
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ICM's network architecture is not forward-looking, leaet cost: 

Verizon witness Tucek identifies several "misstatements of 
f a c t "  that  he contends that witnees Ankum makes. In response to 
Witne8S Ankum'e claim that use of a secondary SAX increaeee use of 
copper facilitiee, he provides an example to demonetrate that juat 
the oppoeite is the case. 

. . .euppoee that there are three SO-pair copper cables, 
each serving 26 cuetomere and that each of these cablee 
meete at an SA1 a s  we trace their route from the end-ueera 
to the wire center. The SAI, aleo called a croes-connect 
box, allowe the three SO-pair cablea to be terminated, 
with their working loops being eerved by one or more 
larger cablea. In t h i s  example, beyond the SAX, the 78 
working lines would be served by a aingle 100-pair cable, 
i n s t e a d  O E  the three 50-pair cables. 

N e x t ,  witness  Tucek states that witness Ankutn erroneouely 
contends  that ICM-FL assumes that cu~tomere are uniformly 
distributed throughout an arbitrary grid and the model builds plant 
to loca t ions  where customers are not located. The Verizon witness 
countera that "fCM-FL models the amount of copper distribution and 
feeder plant based on the amount o f  road feet in a given wire 
center ,  where the road Leet measure includee Q&! thoee types of 
r o a d s  along which one would expect end useta to be located." 
Witness Tucek again observes that ICM-FL builds fewer sheath leet 
than are actually deployed in Verizon Florida's network, "hardly the 
result one would expect if ICM-FL built plant EO locations where no 
customers exist." He reiterates that ICM-FL "use8 the l i n e s  and 
road Eeet for each g r i d  to model the coet of the copper dietribution 
plant needed to serve the cuatomere baaed on the ueer inputs in the 
Fltemplt.db table." The amount of copper and fiber cable deployed 
in a wire center is limited to the total road feet in the wire 
center. 

Verizon w i t n e s s  Tucek disagrees with Coalition witness Ankum 
that geocoding of customer locations resolves virtually all key 
modeling problems. He notes initially that geocoding can be quite 
costly, and observes that the geocoded data used in the tL9I model, 
which are  based on a 1997 Metromail address liat, have not been 
iipdnt ed. The Verizon witness also states that typically 

significantly leas than lOQt of customer locatione can be 
succeeefully geocoded. He teetifies that the HA1 modal's overall 
geocoding succeee rate for Florida is 7 0 # ,  ranging from a low of 5 5 )  
for  BellSouth to a high of 7 9 t  for Verizon. If look geocoding 
cannot be achieved, an alternative approach muat be developed to 
yield "surrogate* locatione for those cuatomcro who wcra not 
geocoded. Witness Tucek contends that the HA1 model proponents 
initially aesumed that surrogate locations would be uni€ormly 
distributed along ceneu8 blokk (CB) boundarice, but now a ~ e u m e  that 
surrogate location8 are uniformly dietributed along the roede within 
a ceneu8 block. Neither of t h e m  eurrogating'trcatmente i 8  perfect, 
he states. Placing surrogate pointe along CB borders may result i n  
"placing" customers where roads may not exiet because the perimeters 
of CBe are often political boundariee or rivers.  Alternatively, 
witneee Tucek maintains that dietributing surrogate locatione 
uniformly along the road network effectively Iplacea" cuetomere 
between actual houeee and bueineeeea. 

Verizon witneae Tucek maintaina that achieving a high level of 
geocoding accuracy ie important i n  order to arrive et reaeonable 
reaults ueing such data. He asserts that it is not poeeible to 
assign a latitude and longitude to an addreae that coneista of an 
post office box or a rural route; thua, such addreaeee will be 
asefgned a eurrogate location. Witness Tucek thereby concludes that 
"it ia almoet a certainty that Dr. Ankum'e HA1 atandard i a  building 
plant to locations where no cuetomere exist, the very charge he hae 
leveled against ICM-FL." 

However, the Verizon witness alleges that the HA1 model does 
not actually "build" plant to the geocoded locations it identifies. 
He teetlfies that  "[tlhe baaic unit of analyeie in the HA1 Model is ' 

the "clu8ter" which ia a rectangular area in which the customer 
locations are effectively aeeumed to be evenly distributed. The 
cluster is the most gianular level OE location information for which 
the HA1 Model designe outside plant." Witneee Tucek eta taa  that 
while the HA1 Model w e e  fewer than 2,100 of it8 cluetere to model 
Verizon Florida's network of approximately 2.5 million accees linee, 
ICM-FL use8 over 23,000 of its demand points. 

The Verizon witness acknowledges that BellSouth'e loop cost 
model usee geocoded data, and observes that it ie "superior to the 
WII Model, since it doea not condense the geocoded locations into 
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clusters before modeling the network." However, he notes that to 
achieve thie superiority requires a model run time of over 10 hours; 
he contends he can ICM-FL in 11 minutes on his computer. 

Witnees Tucek states that Coalition witness Ankum erroneously 
claims that ICM-FL models lees fiber cable than i t  ehould because it 
assumes a part of the feeder is always copper. The Verizon witneaa 
notes that while this i a  true, it is only where customers are not 
served by DLCs but instead' are served directly from the central 
office (core clusters), or it is the connection between the DLC and 
the distribution plant. He also states that the excerpt from 
Verizon testlniony from a different juriediction on which witnem 
Ankum relies for his chastising Verizon Florida €or not assuming 
DLCs may be deployed in buildings, was taken out of context. 
Witnese Tucek testifiee that the referenced discussion pertained to 
the coat of placing a DLC in a building as opposed to a underground 
controlled environmental vault, and that there is no evidence that 
t h i s  configuration would be cheaper than the two optione modeled in 
ICM. While the Verizon witness acknowfedgea that the  option to 
deploy a DLC in a buildirig is not available i n  ICM-FL, he notea that 
none of the prevalent cost models, including HAI, have this feature. 

DECISIOE! 

Section 2 5 2 ( d )  (1) of the Act: specifies the pricing atandarde to 
be applied by a state commission when determining just and 
reasonable rates for interconnection and U N E s .  This section 
provides that rates  

( A )  shall be - -  

(i) based on the coat (determined without reEerence 
to a rate-of-return or other rate-based proceeding) of 
providing the interconnection or network element 
(whichever ia applicable), and 

(ii) nondiscriminatory, and 

(e )  rriay include a reasonable proPit. 

To implement this proviaion of the A c t ,  in 1996 the FCC promulgated 
rulea in it8 First  Interconnection order, Order FCC 9 6 - 3 2 5 .  In this 

Order the FCC adopted a fotward-looking economic COSL standcrrd a s  
the b a s i s  LO be used to set rates for interconnection and U W s .  
?'hi3 ataiidard, Total Elesient I,ong-Hiin Increiileiltdl Cost (I 'ELRIC) , is 
defined in 4 7  C.F.R §51.50S(b): 

T o t a l  element l o n g - r u n  incremental c o s t .  ~ l i c  toLal  
element long-run incremental cost: of an elenlent i s  the 
forward-looking cost over the long run of the t o t a l  
quantity ol: the facilities and functions that are directly 
attributahle to, or reasonably identi Eiable a8 incremental 
to ,  such elemerii, calculated taking a s  a given the 
incumbent LEC's provision o€ other network elements, 

To thie incremental cost-based standard, the FCC added the following 
key provision, §51.505 (b )  ( 1 )  : 

E € f i c i e n t  network configuration. The total element long- 
run incremental cost of an element should be measured 
based on the use of the most efficient telecommunications 
technology currently available and the lowest cost n e t w o r k  
conEiguraLion, given t h e  exisLing location of the 
incumbent 1 . E C ' a  wire c e n t e r s .  

Under the FCC's pricing rules, the appropriate price ~ C J L  dii  

unbundled network element is equal to the aum of the e l e n i e ~ i t ' s  
TELRIC (§51.505(a) (l)), plus "a reasonable allocatiorl of for -ward-  
looking common costs. . . . "  4 7  C F . R .  §SI. 5 0 5 1 a )  ( 2 ) .  

T h e  e f f i c i e i i t  network pLovisiori, o f C e r i  referred 1.0 ' i t ]  t 11t: 

"scorched node" assumption, has engendered significant c o n t r o v e r s y  
and legal challenges since it wa5 promulgated. I n  Yrr~zm - 

Commiinications, Inc. v. FCC, 152 I , .  Ed. 2d 701, 1 2 2  S.Ct. 1 6 4 6  
( Z O O Z ) ,  the UniLed S t a t e s  Supreme Court earlier t h i s  year provided 
further clarification regarding the TELRIC pricing standard. The 
Eighth Circuit Court of Appeals had previously concluded that 
§252(d)  (1) was ambiguoue and upheld t h e  FCC'a decision t o  irnplenierit 
this statutory provision through use of a forward-looking 
iiicremental (:est etandard. However, the E i g h t h  Circuit f r i t  t lwr  
concluded tliaL use ol a turward-Iooki~ig cost irie~liodolnrjy iniiet. be 
"ba6ed 0 1 1  the iricrernental costs Lhat ail (jncuid~ent) actually incurs 
or will incur in providing . . . the unbundled access to i t e  
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apecif ic network elements . "  Verizon, p .  24. The Supreme Court 
observed t h a t  

the Eighth Circuit held t h a t  § 2 s z  Id) 11) foreclosed the use 
of the TELRIC methodology. In other words, the court read 
the Act as plainly requiring rates based on the "actual" 
not "hypothetical" "cost . . , of providing the . . . 
network element, '' arid reasoned that TELRIC was clearly the 
latter. 

Id. Verizon and other ILECe appealed the Eighth Circuit's decieion, 
arguing that uae of a forward-looking coat methodology was an 
eirnneoun reading of the etatute, whi le  the FCC appealed the Eighth 
CircuLt'R decieion, Reeking the Supreme Court to overturn the lower 
court'e invalidation oE the TELRIC methodology. In pertinent part, 
the Suprema Court reversed the Eighth Circuit and reinstated TELRIC, 
stating that: 

We cannot say whether the passage of time will show 
competition prompted by TELRIC to be an illusion, but 
TELRIC appears to be a reasonable policy for now, and that 
is all that counts. . . The incumbents have failed to show 
that TELRIC is unreasonable on its own terms, largely 
because they fall in to  the trap of mischaracterizing the  
FCC's departures from the assumption of a perfectly 
competitive market (the wire-center limitation, regulatory 
and development lags, or the r e f u s a l  to prescribe h i g h  
depreciation arid capital costs)  as inconsietencies rather 
t h a n  p r a g m a t i c  f ea tures  of the TELRIC plan. Nor have they 
shown i t  wag unreasonable for the FCC to pick TELRIC over 
alternative methods, or presented evidence to rebut the 
entrante' figures as to the level of competitive 
inveetment in local-exchatlge markets. l n  s h o r t ,  t h e  
incumbente have failed to carry their burden of showing 
unrcaeo~rableriess to defeat the deference due the 
Commission. We therefore reverse the Eighth Circuit'a 
judgment insofar as it invalidated TELRIC as a method €or 
setting rates under the A c t .  

Coalition witnees Ankum aeserts that  we ehould compare UNB cost 
etudiee filed by Vcrizon in other etates to the etudiar eubmittcd in 
thi8 proceeding by Verizon Florida, and euggeete preeumably thie can 
be done by comparing rates approved in other etatee. He coneidere 
doing thie one way to diecern inconsietenciee and that it is a 
"sanity check." While we may agree that it might be reaeonable to 
compare, with caution, Vcrizod'e UNE ratee to thoee eetsbliehed for 
other LECe in Florida, we queation the merit in examining UNE ratem 
in other states. Absent acce'es to the complete record on which euch 
other dtcisione were made, It would be at beat mere conjecture to 
conclude anything eubstantivt from euch an ahalyele. We note that 
witnese Ankum contenda that the UNE rare comparisone he advocatse 
are possible a6 long aB UNE ratee are "appropriately" dcavcragcd In 
Floride. Thie condition probably ie impoeeible to fulfill, again 
because we have no inkling am to how other etatee chose to derive 
deaveraged UNE ratee. 

Coalition witnese Ankum argues that ICM-FL i s  n o t  eufficiently 
open and verieiable, and that a user thus cannot thoroughly analyze 
the model, He notes that tbleing open to inspection and being open 
to review is not the same as being sufficiently open to allow for a 
complete audit of the model's algorithms and reault~." He alleges 
that key assumptions are embedded in the program code and are not 
user-adjustable, Witness Ankum seems to imply that on ly  
spreadsheet-based models (e.g., those that are Excel-baaed) are 
truly open. In response Verizon witnese Tucek admits that not all 
model algorithms and inputs can  be readily modified by a w e r ,  but 
states that nearly a l l  inputs are ueer-adjustable. Moreover, the 
Verizon witness notes that AT&T hae sponsored coat modele in other 
proceedings ( e m s . ,  a variant of the HA1 model) that  are not taeily 
verifiable to the extent deeired by witness Ankum. On the one hand, 
w e  agree that ICM-FL ie not an eaey model with which to work and 
analyze  - but to some extent all complex cost models Buffer from 
this flaw, ICM-FL'B labyrinthine structure doee not eimplify a 
review proceee. On the other hand, we tend to agree with the 
implication that can be drawn from witneee Tucek'a eurrebuttal 
teetimony that it i s  dieingenuoue for AT&T to raiee t h i e  claim 
against XCM-FL, i f  its own models cannot eatisfy it either. 
Moreover, we arc unaware of any FCC or FPSC rule or ordar t h a t  
mandatee filing requirement8 for coat etudics in TELRIC proceedinge. 
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Coalition witness Ankum also identifies what he claims are 
errors in ICM-FL that result in the model's network design not being 
truly Eorward-lookrng, least cost. First, he states that ICM-FL 
does not build plant to acrual customer locatiorrs but lnstead " .  . 
. assumes that demand will be dispereed acl-pss an arbitrary gr id  
structure and then "constructs" its network to provide eervice to 
these surrogate locations. " Witness Ankum believes this approach is 
inferior to a model that uses geocoded data and builds plant to 
actual locations. Verizon witness Tucek replies that the Coalition 
witness mischaracterizes ICM-FL, stating that ICM-FL "models the 
amount of copper distribution and feeder plant based on the amount 
of road feet in a given wire center, where the road feet measuze 
includes on ly  those types of roads along which one would expect end 
users to be located." Further ,  witness Tucek s t a t e s  that using 
geocoded data is not necessarily the panacea that witness Ankum 
believes it to be. Geocoding customer locatlons is expensive and i t  
is rare that a l l  locations can be successfully geocoded; for known 
customers who cannot be geocoded, some method of generating 
surrogate points muat be employed. The Verizon witness also 
concenda that the HA1 model mentioned by the Coalition witness does 
not t r u l y  build plant to actual customer locations, either. 

We agree that ICM-FL, etrictly speaking, does riot design arid 
construct outside plant to actual customer locations, in part 
because it does not use geocoded customer data. Rather, ICM-FL uses 
a "gridding" approach whereby it estimates customer locations based 
on overlaying grids t h a t  are 1/2DOth of a degree longitude by 
1/200th of d degree latitude on census blocks ( C B s )  to which data on 
access lines, terrain data, e t c . ,  have been associated. The model 
then essentially allocates the k e y  data known by census block to the 
grids overlaid on a given CB, based on the percentage of road feet 
i n  a grid to t h e  total road feet in the CB. The model then 
constructs feeder and distribution plant to groupings a €  grids. 
While we agree that a C O ~ C  model employing geocoded data to which 
geocoded locations plant is actually constructed would be superior, 
we do not believe that a model that employs a gridding technique 
needs to be rejected solely on this baeis. We take 60me comfort i n  
Verizon witness Tucek's testimony that  ICM-FL builds aome 2 0 9  leas 
eheath feet of cable than exist i l l  the actual network. Moreover, we 
note that in Docket No. 980696-TP, the Univereal Service docket, we 
adopted a t  that time a model to estimate the coats of providing 

universal service that incorporated a gridding tecliniqiit. sinii la1 t~ 

thac used in the ICM-FL. 

Second, witness Ankum asserts that  ICM-FL should maximize  Lhe 
deployment oE fiber optic cable, while minimizing use of copper 
cables, by extending f iber  cable as f a r  as possible into the 
network. This claim is addressed in other sections of this Order, 
primarily Section V I 1  (m) . The witness also alleges that XCM-FL's 
practice of deploying a secondary serving area knter€ace, 1rndt.t- 
certain circumstances, increases the amount of copper cable built. 
Verizon witness Tucek responds that witness Ankum is 111 e r r o r ,  
because a secondary SA1 can actually reduce the dmGLIIlt of coppel 
cable deployed between the SA1 and the wire center, by u s i n g  fewel-, 
larger sized cables. We agree. 

Third, Coalition witness Ankum complains t h a t  Vel 1 TOIL t i r v ~ i  

models the situation where a digital loop carrier remore t e i - in lna l  it; 
placed within a building; had they done so, he believes that less 
feeder and distribution facilities would need to be C o i i s C L i i c t d .  

Witness Tucek admits this is the case, but notes there is nu 
evidence that this deployment option would yield cost savings 1 1 1  
comparison to Verizon's deployment opt ions ( e l  ther pule-moilriteti o r  
placed on concrete pade, depending on s i z e  ot D L C ) .  W I i ~ l e  we ac~jtec 
in principle tliat DLC deployment in a Luilding could bc a nloze c o s t -  
effective configuration in certain instances, there 1 s  lnadeq~l~~e 
record support as to what those circumstances are, what  c o v t  s d v i W S  
could inuie, arid whether such c1icumstances occur in VeLlZon 
Florida's sei-vice territory. 

While we do not believe that the ALEC Coa1lt.lon wltiiess 
presented compelling testimony, w e  have concerns a s  to whether ICM- 
FL in €act is fully TELRIC-compliant, in light of the Siiprenie 
Court's decision in Verizoq. As noted above, the Court overturned 
the Eighth Circuit'a view that the correct coet standard ehould 
reflect the rncumbent's actual incremental coat: ol providing a given 
W E ,  and instead deferred to the FCC'8 use of a "hypothetica1" 
etandard with pragmatic constraints. However, i t  appears thac 
certain ol the modeling assumptions incorporated i n t o  the ICM- FL 
could be more re€lective ol  Verizon'e "actual" coats than envisioned 
by either the FCC or Lhe Court .  Far example, Verizon ackr~owledcjeu 
that in its switching analyeis, the XCM-FL places the same type of 
switch at each of its exlating wire center locations. Simllarly, in 



ORDER ($3. PSC-02 - 1574 -FOF-TP 
OOCKET t J 0 .  990649B-'rP 
PN;E 6 ? 

discovery, our  s t a t €  lnquired whether DLCs are constructed at 
locations where a DLC presently exists. Verizon responded: 

The development of DLC inputs s tarted wi th  t h e  existing 
DLC locations. Tlie modeled DLC locations do not always 
correspond to existing locations in Verizon's Florida 
n e t w o t k .  I n  order to preserve existing feeder routes, 
a d d i t i o n a l  locations were modeled in some instances, and 
swiie ex~sting locatlons were moved to the end of a route. 
Also. some DLCs ( e . g . ,  those dedicated to a business 
c u s t o m e r )  were removed i n  order to develop more 
representative core area c o s t s .  

rlirt Iivr, tllc Ver izor i  w i tness  alleges: 

t l i a t  the  FCC i n t e n d e d  TELRIC t o  estimate the  r o s t s  ILECs 
exppct to iricur i t 1  providing UNEs o u t  of the ir  own 
iret:.rorks,  no^ out of some fantasy or hypothetical network. 
To argue that tire inputs for  switch prices - or any other 
i n p u t  - must be developed a s  i f  t h e  network is built all 
a t  once just because t h e  FCC only specified that wire 
cer i ter  locations must be fixed, is both self-serving and 
plairil\f contrary to the FCC's intent. 

Prior t o  the Supreme Court's decision witness Tucek's view was 
supported by the Eighth Circuit's decision; we believe this is no 
lniiger Khe casp, and question whether on balance i t  can be concluded 
t h a t  ICM-FL yields costs based on "the most efficient 
telecommunications teclinology currently available and the lowest 
cost netwoIk configuration, . . . "  (551.505(b) (1)) Although we have 
concerns as to the extent to which it approximates i t s  current 
network in some respects, we believe that ICM-FL should nevertheless 
be accepted as the basis €or setting UNE rates €or Verizon in this 
proceeding, for the following reasons. F i r s t ,  there is no viable 
alternative basis upon which rates can be set. To completely reject 
Veriton's model would require Verizon to refile studies at a future 
time, using a modified model; however, there is little meaningful 
record support €or what speciEic refinements should be made. 
Seccrnd, w e  take s o m e  comfort that ICM-FL does not Eully replicate 
Verizon's existing network, in that it models fewer sheath feet of 
c a b l e  t h a n  currently e x i s t ,  T h i r d ,  due to the various modifications 
to Verituri's model rnpiits  approved i n  other sections of this Order ,  
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we believe that the rates  yielded by ICM-FL on balance are 
reasonable. Accordingly, we find that the network deeign reflected 
i n  ICM-FL shall be accepted for purpose8 of eethblishing recurring 
W E  rates in this proceeding, subject to our adjuetmcnts in other 
sections of this Order. 

VII(b1. ASSUMPTIONS AND INPUT3 OF DEPRECIATION FOR UNE C O S X  
STUDIES 

Here we look at the appropriate aesumptions and inputs for 
depreciation to be used in the forward-looking recurring UNE cost 
s t u d i e s .  

Depreciation i s  one of the inputs in Verizon'e Integrated Cost 
Model (ICM). According to the model documentation, depreciation 
inputs are specifically used in the expense module to develop 
capital coat factors that are designed to recover the cost 
associated with cost of capital, depreciation expense, p r o p e r t y  
taxes and state and federal income taxes. The ICM calculates and 
applies three separate Eactors to the modeled investment within ICM 
to determine the amount of necessary casts associated with each 
investment to be recovered. The Depreciation and Return factor 
includes both a return on and a return of invested capital. The 
return on component relates to the cost of capital diecusaed in 
Section VII(c). The return of component represents depreciation 
expense resulting from economic lives and salvage inputs. 

Two witnesses testified on the  appropriate depreciation lives 
and salvage values to w e  in Unbundled Network Element (UNE)  
calculations. Direct and surrebuttal testimony was presented by 
witness Sovereign on behalf of Verizon; rebuttal testimony was 
presented by witnees Ankum on behalf of the ALEC Coalition. 
Verizon'e recommended depreciation inpute reflect thoee it usee for 
financial reporting purposes. The ALEC Coalition recommenda that 
Verizon's depreciation inputs be predicated on the range of Federal 
Communications Commission (FCCI-approved lives and salvage values, 
although no speciEic values were given. Alternatively, the ALEC 
Coalition recommends that the lives and salvage values adopted in 
our Order No. PSC-01-1181-FOF-TP for  BellSouth be approved for 
Verizon to uae a9 inputs in developing UNE pricee in t h i e  
proceeding. All other parties eupport the ALEC Coalition's 
position. We illustrate a comparison o€ the lives and salvage 
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values proposed by t h e  parties and those we consider appropriate €or 
use in UNE calculations, in Tables 7 ( b ) - 1  and 7 ( b ) - 2 .  

Verizon'e witness Sovereign testifies that the depreciation 
livee Verizon proposes €or use in its cost studies conform to 
Generally Accepted Accounting Principles (GAAP) and thus are the 
best available estimates of the lives of Verizon's assets. The 
lives and salvage values are the same as those Verizon uses in its 
financial reporting to its stockholders. Witness Sovereign explains 
that these lives and ealvagk values were developed by considering 
historical information and the impacts of future techllological 
changes, competition, and service demographics. Witness Sovereign 
assert3 that Verizon' s Eorward- looking approach produces a more 
accurate estimate of asset economic lives than an outdated, 
historical approach. Lastly, witness Sovereign claims that 
Verizon's recommended lives are comparable to the lives of its 
competitors. 

Witness Sovereign aeserts that the economic liEe of an asset  is 
the period of time over which that asset is used to provide economic 
value. Both increased competition and technological change can 
shorten the economic l i f e .  The witness argues that traditional 1iEe 
estimation techniques are used to estimate an aaset'a physical li€e, 
not its economic l i f e .  While t h e  physical life of an aseet ends 
upon the a s s e t ' s  retirement, witness Sovereign claims that the 
economic life can be affected when no retirements a r e  evident. 

For example, a 1,200 pair cable that was used to provide 
service to 1,000 customers prior to the 1996 
Telccammunications Act, may now only provide service to 
500 customers due to competition. 

As a r e s u l t ,  witness Sovereign argues that only 5 0 9  of the cable now 
has economic value, even though no-retirements have taken place. 

Witness Sovereign asserts that eetablishlng the proper economlc 
lives for the major technology-sensitive accounts (copper cables, 
fiber cables, digital awitching, and circuit equipment) ie critical 
to determining economic depreciation in a forward-looking cost 
study. This is because these accounts comprise the majority of the 
plant  inveotment , 

When estimating economic lives, witness Sovereign expla i ixy  l t i a t  
Verizon (a) evaluates t h e  criteria that are used to estdblisli the  
retirement lives o€ assets, (b) considers industry benchiiiar-k 
comparisons, and ( c )  considers t h e  effect che evolving competitive 
market will have on the  economic lives of many O E  Verizon's assets. 
According t o  the witness, Verizon €irst considers the traditionally 
accepted €actors (physical. functional, and contlngent) tha t  cause 
property to retire. Wlttiess Sovereign asserts that these Edctors 
c a n  be used to he lp  estimate an a s s e t ' s  economic l i f e  only aEtei- 
allocating ' 'p-opec  weighting" to the factors. The witness dlgiies 

that tunutioiidl €actors are sellsit ive LO coinpe~ I c ion diad 
technolugical change and are given substantially mote we i q l i t  i i i  

establlshlng eL'or1omic lives for Verizon's assets. W i K r l e S Y  Sovekelqi i  
acknowledges ttiat the weighting reeerericed is based on ~udgriici~l 
regarding technological change and competition. 

Another guideline Verizon uses in developing ecoriuriiic 1 i v e s  oE 
its assets is benchmarking or comparing against the lives used b y  
Verizon's competitors for depreciation purposes. Witness S G - J ~ L ~ . ~ ~ J I I  
asserts that benchmarking helps quantify Verizon's professional 
judgment as to the appropriate lives. According to t h e  w i L n c s s .  
benchmarking afforda a validation of the reasonableneso of Veri zon' u 
reconimeridcd depreciation lives. 

In i ts  benchmarklny analysis, Verizon reviewed the d e p r t . c : i c l ~ i ~ ~ i l  
lives of AT&T, M C I  WorldCom, cable television providers. i r i d u u ~ i  y 
studies performed by Technology Futures  Inc. ( T F I ) ,  and a nunbei -  of 
ALEC discovery responses submitted in the Bel 1South phase of thls 
docket (Florida Digital Network, Intermedia Commun~catlons, RliycIi111.r 
Links, and Time Warner Telecom of Florida). Wltness Sovetclglr 
concludes that because Verizon' s proposed depreciation 1 i v e s  are t he 
same or longer than the lives used in the benchmarking comparlsorl. 
Verizon's lives are therefore appropriate. 

Witness Sovereign testifies that he has no knowledge as to the 
basis of the various company depreeiat~on livee used in the 
benchmarking comparison, stating t h a t  he did not perform the 
analysis. In  f a c t ,  the witness argues that it is not necessary to 
understand a l l  the assumptione underlying the lives used i n  a 
benchmark comparison. He believes aimply that the livea varioirs 
companiee use is the moat important indicator. 
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tlowever, the ALEC Coalition's wj ttiese Ariktim counters that  it i A  
important to understand the basis of the depreciation lives used in 
the benchmarking analysis before such a conclusion can be made. 
Witness Ankum asserts that eepreciation lives of a Competitive Local 
Exchange Company (CLEC) typically have a very dif€erent purpose and 
may be driven by t a x  implications. Additionally, knowledge of the 
technology mix underlying the CLEC's depreciation life is important. 
A qiven company's plant could include equipment that is manufactured 
riiscoritinued, in which case the 1iEe would be expected to be much 
shorter tlian st-ate-of- the-art equipment. Moreover, broad categories 
1i1c-11 a 3  "corriiiiiinication8 end network equipment" do not provide a 
c l e a r  indicatror i  of the speciEic plant included. For these reasons. 
witness Ankum argues that an apples-to-apples comparison of 
Veriton' g rccontmended depreciation inpute cannot be made with those 
of coinpel. i t o t s  cis reported in annual reports to their stockholders. 
Fti i -Ll icr ,  rtie witricse a n a e r t o  that V e r i z o i i  provided no analyeis 
nrrf I i c iv r iL  tu makc dii appleH-t.o-applcs comparieon betwcen the lives 
V n t  i I ~ I I I  ~-c:oiiirnei~ln aiid those used by competitors Wtier i  there is a 
lack o l  iriCorinatioii regarding the baeis for t h e  lives being 
bcrichmarked, w i t n e s s  Ankum agrees with our decision ~n the BellSouth 
pliase of this proceeding in Order No. PSC-O1-1181-FOF-TP, where we 
r:~xi[:l tJdec! t h a t  benchmarking is not appropriate. 

C l i t l i  reqardr; to a comparison with cable television (CATV) 
I ~ V I  a t  OL'SI .  Verlzon wittirss Sovereign admits that CATV operators do 
i t c l t  1 i . a ~ ~  r - ~ y > l w I  c n l ~ 1 ~ s .  F i l i a l l y .  T F I  addresses 1 i v P n  for niltsidc 
I - ] . > I I I  [ : ~ \ ) I P ,  ( v x i i t  I ,a1 t - f f  ice switctiing, and circuit Pqiiipiiient. While 
w i t  iit-qq s:(iverr?igii assprts thar V e t  izon'g depreciation lives are iri 
l i n e  w i t h  t h p  TFI recommended life rangee, w e  believe that, wlth the 
exception o€ digital switching, its recommended lives a r e  also in 
~ I I I P  w i t l i  T F l ' s  l t v e s .  

T h e  ALEC Coal i t  ion's witness Ankum recommends using 
depreciation inputs t h a t  are - either within the Federal 
Conimunicat ion9 Commission (FCC) approved ranges or thoee inputs 
approved for BellSouth by Order No. PSC-01-1181-FOF-TP. The witness 
asser ts  that Verizon does not face more risk than BellSouth. 

In response. Verizon witness Sovereign argues that the FCC'S 
ranges are outdated and not appropriate in a competitive 
environment. Witness Sovereign also refutes the ALEC Coalition 
wi t r ipss  Ankum's recommendation to use the economic lives and 
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eolvnge values approved for DellSouth by etacing that  the 
recommendation is not based on any analysis, but solely on the 
assumption that Verizon could not face more r iek  than BellSouth. A8 
such, witness Sovereign argues that Verlzon'g recommended 
depreciation lives reflect the economic lives of its as8ete and 
therefore are the appropriate values to uae in a forward-looking 
economic cost study. I f  we consider the depreciation inputs 
approved Eor BellSouth, witness Sovereign aaserts that thoae be 
considered as a starting point for  Werizon's inputs, and then 
adjusted downward to reflect'the competitive riek Verizon faces in 
ita serving territory. 

In I t s  brief, the ALEC Coalition citce to the U. S. Supreme 
court decision where Verizon's arguments regarding the rapid 
obsolescence of loop facilities and the inappropriateneee of tho 
FCC'e preecribcd life and salvage rangee were dismieead. 
Specifically, the court found: 

The incumbent's fallback position, that exieting rates of 
depreciation and costs of capital are not even reasonable 
starting points, is unpereuasive. Ae to depreciation 
rates, i t  is well to etart by asking how serious a threat 
there may be of galloping obsolescence requiring 
commensurately rising depreciation rates. The answer does 
not support the incumbents. The local-loop plant makes up 
at leaet I 6  percent of the elements incumbente will have 
to provide . . . and while the tachnology of certain other 
elements like switches has evolved very rapidly in recent 
yeare, loop technology generally ha8 gone no further than 
copper twisted-pair wire and fiber optic cable in the past 
couple of decades. . . . We have been informed of no 
specter of imminently obsolescent loops requiring a 
radical revision of currently reasonable depreciation. 
This is significant because the FCC found as a general 
matter that  federally prescribed rates of depreciation and 
counterparts in many Statea are f a i r l y  up to date with the 
current state of telecommunicatione technologies as to 
different elements. 

I t  iona 
152 L. Ed. 2d 701, 122 S. Ct. 1 6 4 6  ( 2 0 0 2 ) .  
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Witness Ankum argues that the projection lives prescribed by 
the FCC are forward-looking. he support, the witness notes that the 
FCC bagm to put lees amphaeir on hietorical data in estimating 
flepreciation lives and more emphaeie on company plans, technological 
developments, and other Cuture-oriented. analyaee in 1980 .  
Additionally, he sxplaine that the FCC reaffirmed ita forward- 
looking position in 1995 in establishing ranges of projection lives 
and salvage valuea to simplify the depreciation prescription 
process. 

DECISION 

The purpose of this docket is not to direct Verizon to use 
epecific depreciation rates for pricing its retail bueiness, but 
instead to establieh the appropriate coat inputs to be incorporated 
in the capital coat factor for UNEe specific to Florida. This 
proceeding does not involve Verizon obtaining regulatory approval of 
its depreciation rates, but involves determining the reasonableness 
o€ the aeaumptione regarding depreciation expenses to be included in 
the coet etudy ueed for setting UNE rates .  

Neither Verizon nor any ALEC submitted a depreciation study to 
lupport their raepoctivc recommended depreciation inputs. While 
Verizon argue8 in ita brief  chat the ALEC recommendatlone arc devoid 
of any support, the same could be aaid of Verizon' B recommendatione. 
Verizon did not produce any corroborating evidence that it has begun 
to, or hae budgeted plana for, the replacement of its copper cablee. 
Verizon slso s t a t e 8  it dore not have any epecific replacement 
~trateg'les. Further, witncaa Sovereign acknowledgee that Verizon'e 
ietiremknt plans were not conaidered in the determination OE the 
economic lives f o r  the technologically driven accounts. The witness 
argues that planned retirements for technology on a short and long- 
term basis are not relevant in the determination of appropriate 
depreciation input8 to be uaed in thie proceeding. In fact, witnees 
Sovereign states that he ha8 no knowledge of Verizon having any 
planned program for retirements. Finally, witness Sovereign admits 
he hae no knowledge of the basis or assumptions underlying the 
depreciation live8 used by the varioue companies in Verizon'e 
benchmarking comparieon. In €act ,  witneas Sovereign acknowledges 
that Verizon did not requeet such information from the benchmarked 
companiea. 
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Regarding the comparison to CATV equipment, w i t n e s s  SOVerelgIl 
advances that coaxlal cable used by CATV operators in the 
distribution network has more c a p a b i l i t y  than the twisted pair that 
Verizon uses. For this reason, the witness canciudee that  V e r i z o i i ' e  
depreciation lives €or copper cables ehould be shorter than the CATV 
coaxial cable. 

Finally, witness Sovereign admite that his testimony re€lecta 
support oflered for the livee of the kechnology-sensitive accoiints 
only, since those accounts comprise the majority of the investment. 
Verizon oP€ered no support, either through testimony or through 
discovery, for its recommended lives for t h e  other non-technology 
driven accounts. 

A s  nored in Order No. PSC-01-1181-FOF-TP, we found that while 
competitors' lives may be useful' 

. . . it i s  important to understand the underly ing  
assumptions and the basis f o r  those lives, including 
whether technological obsolescence, wear and tear, or t a x  
considerations are the driving forces for those  lives. We 
believe that without a complete understanding oL how 
competitors determrne their life projections, d e  well a6  
an understanding of each company's equipment and how that 
equipment is used, an apples-to-apples comparison cannot 
be made. . . . There is no record evidence regarding t h e  
basis for the competitors' lives that BellSouth asserts 
the Commission should consider ae a benchmark for  I t s  
lives. For thie reason, we believe that tieing these live:, 
as a benchmark is dangerous and incorrect. 

Order No. PSC-O1-1181-FOF-TP, p. 171. 

While Verizon's witness Trimble testifies that comparing IJNE 
rates from other states is dangerous without a complete 
understanding of the context in which they were adopted, witness 
Sovereign disagrees that the same would hold true €or depreciation 
inputs. We do not share witnese Sovereign's assertion. An appies- 
to-apples comparison between Verizon's proposed lives arid those of 
other competitore cannot be made in thie proceeding due to the lack 
of record evidence regarding an understanding of the baeie oL chose 
1 ives  . 
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Regarding V e r i z o n '  s recommended salvage valires, witness 
Sovereign admits that Verizon has provided no support. Again, t h e  
~ e a ~ r i  proffered by the witness is that salvage has little impact 
a n d ,  there fore ,  Verizon chose not to analyze it. I n  fact, witness 
Sovereign a d m i t s  that Veriton perEormed no salvage analyses or study 
in suppqrt  of i t s  recomrnerlded salvage values. 

We are i n  a quandary regarding depreciation inputs. On one 
tlaiirl. Vet itoti has not provided sufficient evidence that its proposed 
i ~ i p t ~ t  R a1 - appropriate. Indeed, Verizon only oEfered aupport 
r ~ g , i r r J i i i g  the  ecorioniic lives of the technology-sensitive accounts. 
0 1 1  t h ~  other h a i d ,  we are hesitant to rely solely on the FCC- 
approved llfe and ealvage ranges ae propoeed by the ALEC Coalition. 
( J I I  tmlaiice, we believe the ALEC Coalition's alternative proposal, to 
use the depreciation inputs approved Lor BellSouth by Order No. PSC- 
0 I I 1  f3l-  F O F - T P ,  represents a good compromise. 

'Thus, we find that it is reasonable to assume that similar 
p l a n t  exposed to similar factors of obsolescence such as technology, 
nmrkec competltion, and physical wear and tear would exhibit similar 
deprec ia t ion  lives and sa lvage  values. Therefore, we approved the 
inpi i t s  a s  shown in t h e  Commission column of Tables 7 ( b )  - 1  and 7 (b) - 
7 
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Tablm 7 Ibl -It  Loononic Livmr I 

Source: EXH 39, A E S - 2 ;  EXH'61, AHA-12; Order No. PSC-O1-1181-FOF-TP, pp. 172-1741 
Order No. PSC-O1-2-51-FOF-TP, p .  31. 
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CQ9T CQST OF CAPITAL FOR U N E  VII ( c )  . ASSUHPTI ON8 AND I NPUTS OF - 
We next determine the appropriate assumptions and inputs for 

coat of capital to be used in the forward-looking recurring UNE coet 
etudies. 

Four witnesses offered testimony regarding the forward-looking 
coat OE capital input for Verizon’s coat model. Verizon witneee 
Vander Weide recommende 12.95% aa the forward-looking coat of 
capital baaed on a cost of equity of 14.75\, a cost of debt of 7.55% 
and a capital structure consisting of 75 \  equity and 2 5 %  debt. Z- 
Tel witnese Ford recommends a forward-looking cost of capital of 
8.50% baeed on a cost of equity ranging from 10.0% to 10.11, a coat 
o f  debt ranging from 6.101 to 6.259, and a capital structure 
coneiating of 60% equity and 4 0 9  debt .  ALBC Coalition witness 
August Ankum recommende t h a t  we set Verizon‘s cost of capital no 
higher than the 1 0 . 2 4 k  approved for BellSouth and no lower than the 
8 . 8 %  approved for Verizon in New Jersey.  He recommends an equiLy 
ratio no higher than 60%. Staff witnese Draper recornmelids 9.63# ati 
the appropriate forward-looking coat of c a p i t a l  based on d coat. of 
equity of 11.49B, a coot of debt ot ‘ 7 . 4 3 8 ,  and a capltal atruct i ire  
coneisting O E  609  equity and 4 0 9  debt. 

A .  COST OF EDUITY 

A 8  part  of the economic pr inc ip le6  upon which he bases liis 

teetimony, Verizon witneee Vander Weide Btreaeee that the forward- 
looking coat of capital ehould be based on market valuee. According 
to witness Vander Weide, the forward-looking coet of capital should 
not be based on traditional regulatory principles, such aa the uee 
of an embedded coat of debt. 

Regarding risk, witness Vander Weide estimated Verizon’e cost 
of c a p i t a l  baaed on a UNE coat ecenarlo he believes is l e e e  risky 
than the hypothetical, efficient network upon which Veriton’e cost 
model i a  baaed. He s t a t e s  his cost of c a p i t a l  therefore will 
underetate UNE costa. 

Also regarding riek, witiiees Vunder Weide riotee that  Verlzori 
faces extensive local exchange competftion from CLEC8 in Florida and 
t h a t  rapidly changing technology increaaes r i s k  for the incumbent 
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I,EC. Further, he states that the risk of providing UNEs is greater 
than the risk of providing local exchange service, 

W i t n e s s  Vander Weide estimates the cost of equity by applying 
R quarterly DCF model to a proxy group o f  companies consisting of 
the Standard and Poor's Industrials (S&P Industrials). He believes 
the risk of irivestiiij in facilities to provide UNEa is at leaet a s  
great aa  investing in the SLP Induetrials. He only includes in this 
proxy group companies with a reported stock price, that pay 
dividends, that have a positive growth rate, and that have at least 
3 long-term growth rates from analysts. He eliminatee results that 
are below the March 2001 yield for Moody's A-rated induatrial bonde 
or that were above 20%. The growth rates for dividends i n  his DCF 
a r i n l y s i n  are earningB growth ratee provided by I/B/E/S. The reeult 
of t h i n  a i i i l l y n i e  i n  a market-weigtited average  DCF cost of equity of 
1 4  . 7 ! i t .  

U s i n g  similar inputs, w i t n e s s  Vander Weide also applies a 
quarterly DCF model to a group of 4 telecommunicatione companies 
t h a t  provide local exctraiige service .  The result of t h i s  analysis is 
15.52%. His reconmended cost  of equity is 14.753. 

Z-Tel witness Ford bases his recommended cost o f  equity on the 
cost of equity w e  set for BellSouth in Order No. PSC-OI-1181-FOF- 
TP, issued May 25, 2001. Specifically, he employa a CAPM to 
determine h i s  recommended cost of equity. Witness Ford believes 
tlrere arc irregularities in the inputs used for the CAPM in the 
Del lSout lr  O r d e r .  He provides corrections to those inputs. 

For the  risk-free rate, witness Ford uses 5.319 baeed on the 
yields on IJ .S .  Treasury bonds from October 2001 to December 2001. 
Witness Ford uses 8 . 3 4 %  as the market risk premium, which ie based 
on the 20-year period from 1962 to 2001. Witness Ford believes 
historical risk premiums are appropriate. He notes that there are 
many methods for estimating t h e  market risk premium and that Verizon 
witness James Vander Weide used a 7.8% risk premium i n  h i 8  testimony 
in the recent Florida P o w e r  rate case, Docket No. 000024-EI. For 
the beta input, witness Ford uses a beta of . 5 8 .  Thie i a  based on 
the average  beta, as reported by BARRA, for Verizon, BellSouth, and 
SBC €or t h e  period January 2001 through December 2001. 

Witness Ford's CAPM r e s u l t  i e  "about lob." We note t h a t  
witness Ford's CAPM resulte range from 10.0% to 10.15. 

ALEC Coalition witness Ankum recommends a cost of capital range 
of no higher  than the 1 0 . 2 4 %  we approved €or BellSouth and no lower 
than the 8 . 8 9  approved for Verizon in New Jcreey. Witneee Ankum 
notes that, in Verizon's New York proceeding regarding UNEs, the 
administrative law judge did not believe the S&P Induetrials were an 
appropriate proxy group €or aetermining the cost of capital. 

Witnese Ankum does not provide models, debt cost rate 
calculations, or specific cost of capital. analyeis in support of hie 
recommendation, F o r  thie reason, we focus on the three witneeses 
who filed eubetantive cost of  capital testimony in determining the 
appropriate cost of capital. 

Witnesa Ankum does state that CLECs have experienced declines 
in market capitalization eignificantly greater than Regional Bell 
Operating Companies. He also states chat a l a r g e  number of publicly 
traded CLECe have filed €or bankruptcy or are on the brink of 
filing . According to witness Ankum, t h e  competitive 
telecommunications industry is struggling to survive. 

Our staff's witness Draper applies a DCF and a CAPM analysis 
to an index of telecommunications companiea lieted in the Value Line 
Investment Survey. He believe8 these companies are comparable to 
the business and financial risk associated with the provieion of 
WEB. He eliminated telecommunications companies that receive l a s e  
than 7 5 5  of their revenue from telecommunications operations. He 
also eliminated companiee with insufficient financial data and 
companies that were the subject of an ongoing merger or acquisition. 

For his DCF ana lys is ,  witness Draper notee that the coat of 
equity is the discount rate that equates t h e  preeent value of 
expected cash flows aesociated with a etock to the market price of 
the stock. He employ8 a ewo-stage DCF model with s t o c k  prices from 
October 2001 and dividend and growth inputs fxom Value Line. He 
allows 32 for ieeuance eoate. The result of h i e  DCF analysis for 
his index of telecommunicationa companies is 1 1 . 4 5 % .  

Witness Draper's CAPM result i s  11.42%. He notes that the CAPM 
ie dependent on the beta etatietic, which meaBurem eyetematic risk, 
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i . e . ,  the riek that cannot be diversified away. Ueing a DCF 
analyeie and inputs from Value Line, witness Draper calculates a 
required return on the overall market of 1 0 . 8 7 % .  Hie risk-free rate 
I s  5 . 4 t  baaed on the forecasted rate on 30-year U . S .  Treasury bonds. 
The beta for witness Draper'e CAPM i a  1.02 and is based on t h e  
average beta for his index of relecommunicatione companies. 

Witness Draper notes that the average bond rating for his index 
of companies is aingle A and'Verizon'8 bond rating is single A. He 
recommends 11.241, the midpoint of his model resulte, ae the 
appropriate cost of equity for Verizon. 

In rebuttal to witness Draper, witness Vander Weide objects to 
witness Draper's proxy group of companies. He notee that witness 
Draper saye he eliminated companiee that were the eubject of an 
ongoing merger or acquieition from his proxy group of companies. 
Witnees Vander Weide states that both AT&T and CenturyTel, two 
companies in witneea Draper's group, are involved in mergere with 
other companies. Also, witness Vander Weide believee that SBC 
Communicatione mecte witnese Draper'a criteria for inclusion in his 
proxy group. Eliminating AT&T and CenturyTel and including SBC 
Communicatione, witneee Vander weide recalculates witness Draper'a 
DCF results, The reeult of this exercise is 15.06%. Witness Vander 
Weide further states that he believes the S&P Industrials are the 
appropriate proxy group for determining the cost o€ equity for this 
proceeding. 

Witness Vander Weide disagrees with witnesa Draper'e DCF model. 
Specifically, witnees Vander Weide does not: believe investors use 
witness Draper'e version of the DCF model to make investment 
decisions. He believee that witneas Draper'e DCF model produces 
unreaeonable reeulte for two ot the companies and that it is an 
annual model whereas witness Vander Weide prefers a quarterly DCF 
model. 

Regarding witnee8 Draper's CAPM, witness Vander weide disagrees 
with the return on the market port€alio. Specifically, he disagrees 
with witnees Draper'@ UEB oE Value Line forecasted dividend growth 
am an input to the DCF model witness Draper used to calculate the 
required return on the overall market. Using earnings growth rates 
from Value Line and I/B/E/S, witness Vander Weide recalculates the 
required return on the overall market and witness Draper's CAPM 

result. In doing this, he used witness Draper's method8 except he 
eliminated companies that had required returns below 7.5C. the 
current yield on Moody'a A-rated utility bonds. The recalculated 
results range from 13.861 to 1 4 . 7 B t .  

Regarding witness Draper'e DCP model, witness Ford disagrees 
with the growth rate inputs. He believes witness Draper's 
sustainable growth rate is tqo high LO be Sustainable. Witness Ford 
believes witness Draper should have excluded Qwest Communications 
and CenturyTel from h i s  index, and thaL Sprint is a reasonable 
inclusion. Using his adjuetments to witness Draper'e two-stage DCF 
model, witness Ford calculates a range of 8.491 to 10.561. 

Regarding witneas Draperls CAPM analy8is, witness Ford noLee 
his disagreement with witness Draper's comparable group.  In 
addition, witnees Ford believee that  witness Draperls beta, 1.02, Is 
too high. lie specifically disagreee with witness Draper's I I Y ~  of 
Value Line betas. 

Incorporating his adjustments to witness Draper's CAPM, witnees 
Ford calculates a range of 8.40% to 8.589. Hith h l s  adjustments to 
witness Draper'e models, witnees Ford states the cost of equlty is 
"about 90 .1 '  He believes the upper bound €or the cost of equity 1s 
10.50%. 

Witnees Vander Weide dieagreee with witness Ford's uae  o€ BARRA 
betas and notea that Value Line  betas, a e  ueed by witneee Draper, 
are more representative of risk in the telecommunlcatlons induetry. 
Witness Vander Weide also notes t h a t  t h e  CAPM tende to underest imate  
the coat of equity for companies tha t  have betae lees than 1.0. 

Witneee Vander Weide disagrees with witness Ankum's criticism 
of the use oE the S&P Induetrials as a proxy group for determining 
the cost of equity. Witness Vander Weide notes that he d l 6 0  

included a group of telecommunications companles as a risk proxy 
group, This group had approximately the Bame cost of equity as the 
S&P Industrials. 

Regarding the comparable group of companiee w e d  by Lhe 
witneseee, in the BellSouth UNE proceeding we re l ied  upon 
telecommunications firms as the basis for the coat of equity, and we 
rejected the use of non-telecommunications firms. a FPSC Order No. 
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PSC-Ol-lB11-FOF-TF, pp. 181-182. Witnese Ford objects to witness 
Draper including Telephone and Data and AT&T in h i s  index of 
companies because theae companies do not rely primarily on local 
telephone service. Witness Vander Weide believes AT&T and 
CenturyTel should be eliminated from witness Draper's group because 
oE merger activity and he believes SBC Communications should be 
i tic 1 uded , 

T h e  selection of an appropriate proxy group iS difficult 
because there are no publicly-traded companies whose sole business 
is the provision oE unbundled network element@. Further, witnese 
Vander W i d e  acknowledges that the provision of unbundled network 
elemel i ts  is nmre capital intensive than many of the lndustriee in 
hie proxy  group. The companiee witness Draper uses are considered 
teleconimunicatione companies by Value Line. Witnese Draper's 
conipaiiies receive a t  l e n R t  75% of their revenue from the provision 
of telecommunications services, though not neceeearily local 
exchange Bervice. Witness Draper's index of companies is a 
Ieasonable proxy group for determining the cost of equity related to 
UNEa I 

Witiiess Vaiider Weide relied primarily on the S W  Induetriala as 
a proxy group. lie also used a group of telecommunications holding 
companies, a1 though he believes such a group i s  inappropriate. The 
cost of eqirity is higher for the group of telecommunications 
companies. 

Witness Vander Weide used earnings growth forecaste for the 
growth rate in dividends in his DCF models. In contrast, witness 
Draper rised specific dividend forecaste and sustainable long-term 
g r o w t t i  r;rtes trased or1 Value Line information. We note that the DCF 
nodel discounts d i v i d e i r d s ,  and a8 such, we believe that  witness 
Draper's growth rates for Ilia DCF arta lye is  1s theiefot e appropriate .  

I n  determining the expected return on the market input for h i s  
CAPM model, witness Draper eliminated firms with growth rates  in 
excess of 2 0 % .  tie also eliminated Lirme that do not pay dividends 
or have  tregative projected dividend and earnings growth. Thia is 
appropriate. W e  believe, and have indicated previously, that growth 
rates in excess  of 208 are  not sustainable in the long run. Order 
NO. PSC-01 - I ~ ~ I - F O F - T P ,  pp. i e i - 1 1 3 2 .  

However, we do not agree with witnese Ford that witnese 
Draper's long-term sustainable growth rate, 10.3%, is exceesive. 
Witneee Draper based this rate on Value Line'B projected return on 
equity and earnings retention rate for hie index of companies. The 
long-term growth rate is matched with a near-term growth rate of 
3.3%. By operation of math, the near-term growth rate ha8 a 
significant effect on the DCF result. Taken together, these growth 
rates produce a reasonable and sustainable growth rate for 
determining the cost of equity. 

We aleo dieagree with witneee Fordls objectione to the beta 
etatietic in witness Draper's CAPM. Specifically, witneee Ford 
objects to the uee of Value Line betas. Witneee Ford essentially 
second-gueeees Value tine's calculation of the b e t a  etatlstic. 
Witneee Draper etatea that  the average beta €or his index companise 
is reaeonable. 

Employing their recommended changes, both witneseee Ford and 
Vander Weide recalculate witness Draper's resulto. Witncee Ford's 
recalculation repreeente a significant decrease in witness Draper's 
recommended coat oL equity whereas witnees Vander Weide' e 
recalculation represents a significant increaee. 

We note the wide difference between the cost of equity 
recommended by witness Vander Weide, 14.758, and the 10% recommended 
by witneee Ford. A 8  noted above, we believe witneee Draper employed 
a reasonable proxy group of companieo and reasonable input8 for hie 
models. Further, witness Draper used t w o  Cost of equity modele - 
the DCF model and the CAPM. In contrast, witneseee Vander Weide 
used only the DCF model and witness Ford used only t h e  CAPM. 
Therefore, we find it appropriate to use 11.24% ae the cost  of 
equity i n  determining Verizon's  coat of capital. 

8 .  CO$T OF DE BT 

Verizon witness Vander Weide recommends 7.55% as t h e  cost rate 
for debt. He bases t h i s  on Moody's A-rated industrial bonds for 
March 2001. He s t a t e s  th i s  ie conservative becauee flotation coats, 
to i s s u e  bonds, are not included. 

Z-Tel witness Ford recommends a cost rate for debt of 6.10% t o  
6 . 2 5 9  for Verizon. He bases t h i a  on the debt coet r a t e  calculation 
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in FPSC Order No. PSC-01-1181-FOF-TP. He incorporates short-term 
debt into hie recommendation and bases the long-term debt coet rate 
on the credit epread of *Aaa" public utility bonde over 30-year U.S. 
Treaeury bonde. He calculates the credit epFead as the average of 
the three-month and five-year credit epreade of Aaa rated public 
utility bonde over 30-year U.S. Treaeury bonde. 

For Verizon, witness Draper recommends 7.222 ae the appropriate 
forward-looking cost of debt. He incorporates a short-term debt 
coet rate of 5.36% baaed on the forecasted prime rate.  Hie long- 
term debt coat rate, 7.849, ie based on the forecasted rate for 10- 
year Trcaeury bonds and a credit spread derived from the yielde on 
"A" rated utility bonds. Verizon has a S&P corporate credit rating 
of "A:' Witness Draper calculates the credit spread during the 
twelve-month period that ended with November 2001. He assigne a 25b 
weight to short-term debt and a 75% weight to long-term debt. 

In rebuttal, witneee Ford dieagrees with witness Draperla 
credit spread in calculating the long-term debt cost rate. Witneee 
Ford believes thie calculation ehould be based on the method w e  used 
in the BellSouth W E  proceeding. Witness Ford notes that the credit 
epread for BellSouth w a ~  formulated using credit spreads calculated 
over a ehort period and a long period. He recalculatee witness 
Draper's long-term debt coet rate f o r  Verizon at 7.55%. Aleo,  
witness Ford disagrees with witness Draper's ehort-term debt cost 
rate because witness Draper bases his short-term cost rate on t h e  
prime rate. 

Witness Draper used a twelve-month period in calculating the 
credit spread. We find rhie to be reasonable. The record allows 
for many choices of periods over which the credit spread is 
calculated. In the BellSouth order, we chose an average of credit 
epreada calculated over three month and five year periods. Order 
No. PSC-Ol-ll@l-FOF-TP, pp. 184-185. We differ with witnese Ford'e 
assertion that exact consistency with the BellSouth order is 
neceeeary for determining the cost of capital inputs. In addition, 
witnees Draper tailored his recommended cost of debt for Verizon to 
match with Verizon'B bond rating. 

Witnese Vander Weide dieagrees with witness Pord'm use of 2.01# 
aa the cost rate for short-term debt. He believes ehort-term 
interest rates are currently low because the Federal Reserve is 

trying to stimulate the economy. He believes short-term interest 
rates will rise as the economy moves out of the current receesion. 
Though witnese Vander Weide etrongly advocates the use of market 
value inputs to determine the cost of capital, he questions the use 
a€ a market-baaed input for ehort-term debt. Instead, he statee the 
short-term debt intereet rate ehould be an average over a full 
business cycle. Witness Vander Weide bases his cost rate for debt 
only on the cost of long-term debt. 

Witness Vander Weide also disagrees with witness Ford's long- 
term debt cost rate of 7 . 1 2 % '  stating that Verizon requlree at least 
the yield on A-rated industrial bonds. The yield on such bondo w a B  
7.S7t as of December 2001. 

Witneee Ford agrees with the use of short-term debt but 
recommends the commercial paper rate as the appropriate proxy for 
short-term debt. Witness Draper uses Eorecasted prime rates as the 
basia for the ehort-term debt cost rate. We believe this is 
forward-looking and therefore acceptable. For Verizon, the 
appropriate forward-looking cost rate for debt  is 7.22%. 

C. -UCT LW 

Verizon witnese Vander Weide bases his recommended capital 
structure on market values for debt and equity for both his proxy 
group of S&P Industriale and a group of telecommunications companies 
with incumbent local exchange subsidiaries. He states that both 
groups, on average, have at least 753 equi ty  i n  t h e i r  capital 
structures. He recommend8 a market value capital structure 
containing 25% debt and 75& equity in calculating Verlzon's cost of 
capital 

Z-Tel witnees Ford employe a capital structure consisting of 
60% equity and 4 0 k  debt based on the BellSouth UNE proceeding. 
Witness Draper also recommends a capital structure with 601 equity 
and 402 debt. lie ba8ee this on the order issued in the BellSouth 
phase of this proceeding. He notes that the average equity ratio 
for Value Line's telecommunications companies i a  63C as a€  November 
2001. Aleo, C . A .  Turner Utility Reporte, a recognized financial 
publication, states that the average equity ratio for 
telecommunications companies was 57.602 in 2000. 
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Witnesa Vander Weide disagrees with witness Draper‘s capital 
etructtlre. As lie emphasizes in h i e  direct arid hi8 rebuttal 
testimony, witness Vander Weide believes that forward-looking 
economic costs must be based on market values and that this requires 
tlie uee of a capital structure baaed on market v a l u e s .  He etates 
tliat competitive companiea use market value capital etructuree. For 
similar reasons, witness Vander Weide disagrees with witness Ford’s 
recornmended capital structure. 

We addressed the issue o€ an appropriate capital Structure i n  
tlie B e l l S o u t h  phase o f  this docket. For BellSouth, we noted that 
riiarket -value capltal structures have not been widely accepted and 
produce aberrant coverage ratios. We used a capital structure oL 
602 equity and 40% debt and noted that these ratios were close to 
the target ratios used by t h e  company. These ratios were within 
t h e  otandards set by bond rating agencies. FPSC Order No. PSC- 
O1-1181-FOF-TP, pp. 185-187. F o r  proceeding0 in s t a t e s  where 
Verizon Communications haa operating companiee and in states where 
witness Varider Weide has testified, the equity ratio that is set is 
typically no h i g h e r  t h a n  60%. 

Witness  Vander Weide s t a t e s  that forward-looking economic costs 
a r e  based on market values. However, he acknowledges that the FCC 
doee not require speci€ically the use of market-value capital 
e t r u c t u r e s  i r i  calculating the forward-looking cost of capital. We 
note that Verizon’s actual equity ratio was 43B as o€ December 2001. 
Tlie 608 equity ratio recommended by witnees Draper agrees with the 
target r a t i o s  arid bond rating standards discussed i n  the BellSouth 
Order. For these reaaotls, we approve a capital structure for 
Verizori consisting O E  60% equity and 40% d e b t .  

Upon consideration, we find that witness Draper’s cost of 
capital is forward-looking. For Verizon, we approve a forward- 
looking cost of capital of 9.63% based on a cost of equity of 
1 1 . 2 4 t ,  a cost of debt of 7.229 and a capital structure that is 60% 
equity and 4 0 %  debt. The recommendations and positions of the 
w i t n e s s e s ,  arid our approved figures are summarized in the table 
I J C i O W :  
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and no lower 

VII{d). &SSUMPTIONS AND INPUTB 0 F TAX RATBB FOR UNP COBT BTUPIEB 

Here we determine the appropriate aesumptions and inputs for 
tax rates to be used in the Porward-looking recurring UNE cost 
studies. 

In his direct testimony, Verizon witneea Tucek atatee that  “The 
Compoeite Income Tax and Property Tax c*~lumna reflect the Florida- 
specific annual state and federal income taxea and the property 
taxea associated with the loop.“ In deriving ita composite income 
t a x  rate of 30.589, Verizon used a state income t a x  rate of 5.5% and 
a federal income t a x  rate of 3 5 5 .  A composite tax rate of 38.581 is 
used to account for  the state income taxes that are deductible for 
€ederal income tax purposes. The property (ad valorem) t a x  rate of 
1.00% i e  calculated by dividing the annual property t a x  expense by 
groee taxable p l a n t .  The Regulatory Aeseeemcnt Fee rata l e  . 1 S S .  
Rule 25-4.0161, Florida A d d f l i 8 t r a t i v e  Code. 

DECISION 

Baeed on the record in thie proceeding, we approve a compoeite 
federal and state income tax rate of 38.585, an ad valorem t a x  rate 
of 1.009, and a Regulatory Aseessment Fee r a t e  of . 1 5 1 .  It should 
also be noted that no parties opposed the Florida-epecific tax  rates 
as proposed by Verizon. 
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VII(e). ASSUMPTIONS ANp INPUTS OB BTRUCTURE SHARIHC3 FOR UNB COST 
BTVDIEB 

We next examine the appropriate assumptione and inputa €or 
structure sharing to be ueed in the forward-looking recurring UNE 
coet etudies. 

Structure sharing occurs when an ILEC shares outeide plant 
~tructures, euch as poles,' conduit, and trenches, with other 
utilitiee, such aa electric companiee, cable televieon companies, or 
CLECe. The structure sharing input is used to determine what 
portion of shared poles, trenchea, and conduit is applied to 
Verizon. 

When asked why it was appropriate to develop the structure mix 
and sharing parameters based on Verizon'e actual operating 
environment, witness Tucek replied that in order for the coet 
estimates to reflect Verizon'a expected forward-looking cost 
estimates, the parameters must be baaed on verizon'a actual 
operating environment. He then points out that in other 
proceedinge, partiea have often tried to justify higher etructure 
eharing ratee based on the conclusion that there will be additional 
opportunitisa for structure sharing in the future. He continue8 by 
saying that the higher structure sharing percentages are based on 
many unsupportable aaeumyjtiona, including the rebuilding of the 
networks of electric and cable televison providera. In Order No. 
PSC-99-0068-FOF-TP, "the Commiasion found the LEC'e eharing 
perccntagce to be reaeonable eurrogatee for an eflicient level of 
sharing and a l s o  rejected sharing inputs that relied on the 
aaaumption that power and cable companiea would rebuild their 
networks. 

With respect to pole eharing, documentation included in 
Verizon'e Loop Module provides the following explanation as to how 
pole sharing impacts pole inve~tment: 

The percentage of poles leased from other entitiee i e  
eubtracted from the total number of poles. 

The  expenses for leaaing polee from other entitie8 i e  
included in the Expenac Module. 

a The total shared pole investment is divided by t h e  
number of users attached t o  the pole to determine 
Verizon's tota l  shared pole investment. 

Vexizon'e shared pole investment is added to its  
investment for non-shared poles - which is all 
assigned to Verizon - in order to determine Verizon'e 
total pole investment. 

Verizon's Loop Module also discuases conduit sharing. In the 
case of shared conduit, the total amount of shared conduit 
investment is based on the total nuinber o€ ducts required by all 
parties. Verizonls portion of the shared cost of conduit ie 
determined by dividing the number o €  Verizon ducta, i n c l t i d i n g  
required vacant ducta, by the total nunher of ducts. Where conduit 
is not shared, the size of the conduit is based on Verizonle nee&, 
and Verizon is responsible for the entire cost oL this coriduic .  

For t rench  sharing, Verizon allocates its share of the cost of 
the trench using a method similar to that ueed for conduit sharing. 
In the case of shared trenchea, Verizon's share of the trench coat 
ie the "cost of the trench divided by the number of parciee using 
the t rench ."  For trenches that arc not shared, Verizon i a  
reeponsible for the total cost of that trench. The input into the 
model ia a weighted average of Verizon's shared and non-shared 
t renchee . 

The actual structure eharing inpute t h a t  Verizon ueed in I t 6  
TCM Model are confidential. 

We note that the ALEC Coalition provided no testimony 
concerning this issue and did not take a position in ite post- 
hearing brief. 

PEC I S I OY 

It is unreasonable to aeaume that power and cable companies 
will relocate their facilitiee, thereby yieldlng a higher atructiire 
sharing r a t e .  This is conaietent with our finding in the Cost of 
Service Docket, Pocket No. 980696-TP, Order No. PSC-99-0068-FOF-TP. 
There is nothing in the record to the contrary, and thus we find 
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that the appropriate assumptions and inputs for structure sharing 
shall be those proposed by Verizon, as discussed above. 

VII(f1. ASSUMPTIONS RND INPUTS OF STRUCTURE COST8 FOR UNE COST 
-- STMIES 

In this issue we address t h e  appropriate aesumptiona and inpute 
for structure costs to be used in the forward-looking recurring UNE 
coat  Rtlldies. 

Structure costs  are the costs incurred in placing aerial, 
buried, arid underground plant. Itema included in structure coats 
a r e  material, labor, s a l e s  taxes, shipping, and relevant discount 
factors. 

Verfznn witiw4s Tiicek believes that in order for the cost 
estimates to reflect the coat Verizon expects to incur in 
provifl ioriing teleconimunicationa services  and WEe, the input prices 
uecd in the nrodel s h o u l d  correspond with what Verizon expects to 
p l y .  Iii L'ai tirular, I I P  believes that Flor ida  wagee should be 
included in labor c o s t s ,  and the coste of materials arid equipment 
(including sales taxes arid shipping costs) should re€lect the actual. 
r a t e s .  F i n a l l y ,  he states that the discount Eaetor used to estimate 
switching costs must reflect an appropriate blend of modernization 
arid growt ti purchases. 

When asked about the source of ICM-FL's inputs for material, 
equipment, and labor, witnesa Tucek responde that the prices for 
such materials as poles, manholes, cables, Network Interface Devices 
( N I D ~ ) ,  Digital Loop Carriers (DLCs), terminals, and pedestals are 
taken €rom its internal information management system ueed for such 
furictione as planning and purchaeing management. Inputs for the 
ICM-FL material costs include loadings for such items as ahipping, 
sales t a x ,  minor materiala, supplies, and engineering expenses. The 
cost of placeiiient is based on Florida specific vendor contracts. 

In its reeponse to our staff's interrogatory number 3 3 ,  Verizon 
provided explanations as to what ia included in the structure costs 
for various plant types. For aerial plant, the structure costs 
i r i c l d e  both i n a t e r i a l  and placement costa of the aeria l  cable, along 
wit11 costs irivolved w i t h  the Serving Area Interfaces (SAIs) used 
w i t - 1 1  a c x i a l  p l a n t .  Tlie costs associated with poles, w h i l e  

aseociated with aerial plant, are recorded in a eeparate account. 
For buried plant, the structure costs include both material and 
placement coate of buried cable, including the costa associated with 
SAXe used with buried plant. For underground plant,  t h e  etructura 
coste include both material and placement coste  of underground 
cable. The coste of conduit, materials and placement associated 
with underground plant are recorded in another account. 

The ALEC Coalition provided no testimony concerning this iesue 
and did not take a position in its poet-hearing br ie f .  

PEC I s I OQ 

Based on the evidence presented, w e  find that the aaeumptions 
and inpute for  structure costs proposed by Verizon are appropriate 
and recommends that they be ueed in conjunction w i t h  our findings in 
all other applicable iesuee. 

We next determine the appropriate assumptions and inputs for  
fill factors to be used in the €orward-looking recurring UNE cost 
studies. 

A fill factor is defined a8 \\a measure of the overall 
utilization of a piece of telephone equipment or plant." 

In hie direct testimony, Verizon witnese Tucek explains how 
ICM-FL sizes cable and how it ie consietent with Verizon'e 
engineering guidelinee. He etatea that feeder plant is deeigned t o  
be reinforced. The model take6 a four-year planning horizon and 
uses the mid-point of t h l e  horizon in order to determine the amount 
of feeder plant that need8 to be placed. On the other hand, 
distribution plant is built for ultimate demand. 

In an interrogatory reeponee, Verizon explains that  a fill 
factor measures "the overall utilization of a particular piece of 
telephone equipment or plant." The administrative spare input is 
set at . 9 8 .  The model Internally calculatea the utilization factors 
for each code common language identifier (CLLI), for both feeder and 
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g o t  

9 5 %  

6 0 1  

di~tribution plant. These factors are provided for  informational 
purpoaee and "are not inpute in t o  the modeling proceee." 

In hie eurrebuttal teetimony, witneee Tucek describee how ICM- 
FL eizea the local outeide plant (OSP) based on three inpute. The 
first input ie t h e  adminietrative fill input, which Verizon met at 
.98 ,  which allows for two percent adminietrative fill. with t h i e  
setting, i f  a piece of plant l e  more than 98 percent utilized, the 
model placee the next largek s i z e  piece of plant. The other two 
inputs, known aa engineering factore, can be defined "as the ratio 
o f  installed to working lines.y The inputs' to the model are 2 . 1 6  
for distribution plant and 1.011 for feeder plant. 

In Exhibit 61, AHA-6, Coalition witness Ankum advocates the 
following fill factore for Verizon: 

Tabla 7g-1 ALEC Coalition Proposad F i l l  Factor. 

Element 1 Recommended Fill Factors 

-1 ~~ 

I Feeder Copper Fill - 1  8 5 4  

I Distribution Copper Fill I 7 5 9  I 

Source: EXH 61,  AHA-6. 

Concerning ICM'S reporting of certain global fill factore, 
witness Ankum explains that the model reports a 9 3 . 5 9  percent fill 
for feeder plant and 3 8 . 2 7  percent fo r  diatribution plant. He 
believee that the model is not clear on what partB of plant are 
included in the calculations and whether or not an allowance far 
spare facilities is included in the calculation. 

When asked i€ it was his understanding that  t h e  fill factors in 
Verizon'e model were actually developed by the model, Coalition 
witneee Ankum'e reeponee was that he wae under the impreeeion that 
the fill factore were calculated by the model after the model 
determinee such iteme ae network architecture and cable sizee. 

WiKness Ankum atates that he believes that Verizon's fill 
factors are inefficiently low, particularly Verizonas distribution 
fills. He goes on to explain that some of his general objections to 
Verizonae determination of iCB fill factore a r e :  

1. The large number of factors that Verizon uaee to 
justify ita low fill factors and the valuee assigned to 
each of theee factors .  Ver izon does not t a k e  into account 
t h e  f a c t  that  spare plant: can be used fo r  multiple 
purpoees euch ae repair and growth. 

2 .  The f a c t  that Verizon's proposal requires ALECs to pay 
for facilities put in place to "eerve Verizon's €uture 
cuetomers" which t h e  commiseion should not require the 
ALECs to pay for. The witness has 60me anti-competitive 
concerns regarding thie fact and bel ieves that €i 11 should 
not reflect spare capacity put in p l a c e  for future 
cuetomers. 

Concerning whether or not it appears t h a t  Verizon hae modeled 
t h e  actual fill that it h a s  in its network, witness Ankum responde 
that due to the low diatribution utilization rate, Verizon is 
modeling its actual network which is not consietent with TELRIC 
rules. He also points out that t h e  model includea spare facilities 
for a large amount of growth and that Verlzon a d m i t s  t h a t  i t a  
distribution fill is based on a network built f o r  ultimate demand. 

Tn his deposition, witness Ankum wae aeked a queatiorl 
concerning the data that he relied on i n  developing the fill factore 
that be advocated. His reaponee was that he ia advocating €111 
factors based on hie understanding of technologies involved in 
varioue componente. He is a l e 0  relying on h i e  understanding of 
federal law concerning TELRIC, economics, the calculation of c o s t a ,  
and cost causation. 

When asked by our etaff if there were industry standarde 
concerning the amount of spare facilities needed t o  serve future 
cuetomers, wfcneas Ankum reeponded that engineers design plant baaed 
on performance standarde and anticipated growth. He contraets the 
typical engineering design with TELRIC, which requires Et11 factore 
to be baaed on what t h e  actual usage of the facility is reasonably 
projected to be. He believe6 that  the FCC is saying thar  when you 
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place plant for future customers, ttie amourit of platit: in use should 
also include the plant  to be used by future customers. In short , 
according to the witness, you need t o  ask "What is the fill over the 
life of the Eacility?" 

In h i s  deposition, witness Ankum does concede that from the 
perspective of customers, both the A L E C s  and Verizon should have 
Dome apare lacilities and that the ALECs should be required to pay 
foi p a r t  o €  that s p a r e .  

When anked whether or riot it WAS cheaper to lay all the feeder 
aiid distribution cable needed for expected growth all at once or 
w l i e r i  the rieed arises, witness Ankum responded: 

I f  you ktiow w i t l i  a fair degree of certainty that you are 
i l l  a lligli growth area, you clearly want to lay cablee that 
t a k e s  Lliat itito consideration. But likewise, the coat 
study should take that i n to  consideration, i.e., when you 
do your cost study you need t o  include that future demand 
so tha t  the current customers don't bear the cost of 
facilities for the € u t u r e  customere. 

Verizon witness Tucek, i n  his surrebuttal testimony, states 
that the utilization rates that Dr. Ankum recommends that we 
establish are based on a network that i# operating near i t s  
capacity. He also points out that Dr. Ankum incorrectly assumee 
t h a t  ICM-FL contains hidden calculations that rely on the €ills €or 
various components of the network to s i z e  telecommunication plant 
and calculatc costR. Witness Tucek states that the fills are 
developed by ttie model and are outputs instead of inputs. The few 
F i l l  Factor inputs into the model are for administrative spare and 
the B i t i n g  of  entrarine cables. The administrative fill is eet at 
. 9 8  which allows for two percent spare capacity, except for that of 
LILC l i n e  cards  which is based on 4.76 percent administrative spare. 
IIie f i l l  for eiitraiice cables is assumed to be SO percent.  

least 90  percent fill on copper feeder facilitiee by s t a t i n g  that 
'' Liln a move toward Eiber-based feeder, Verizon's own engineering 
guidelines explicitly discourage the placing of new copper 
facilities and encourage the maximum use of copper facilities." 

Witness Ankum continues with the notion that with forward- 
looking technologiee, more and more feeder facilitiea will be fiber 
based, and with very few new copper feeder facilities, theec 
facilities will reach their objective fille of 90 percent. He 
believes that Verizon'e idea that fille will, increaee and decreaee 
a8 networks are reinforced ie irrelevant in the determination of 
fill factors. 

Concerning his recommendation for copper feeder fill, witnesa 
Ankum recommends that we order a copper Eeeder fill of 8 5  percent a8 
the appropriate fill in a forward-looking, least-cost network. He 
further statem that a f i l l  fac tor  of 65  percent ie below the 
objective fill of 90 percent that already should exiet on a large 
number of routes, recognizing that on a Porward-looking baeie, 
feeder facilities will be reinforced with fiber and not with copper. 

When asked about Coalition witness Ankum'e recommendation that 
the cost of copper feeder cables be baaed on a 90 percent fill, 
Verizon witness Tucek responded that the recommendation did  not  make 
sense and is based on the unsupported aeeumption that  fiber 
facilities will be used instead of replacing copper facilitiee. 
while it will happen in aonie cases, i t  will not happen in every 
case. According to witness Tucek, V e t i z o t 1  will etill need  cop^*" 
facilities to connect customers to the'DLC's since only the feeder 
routes between the DLCs and cential office are replaced with fiber. 
In actuality, the model aseumes all fiber on route8 between the DLCE 
and the central officee. Copper is aseumed on the eubfecder 
connecting the DLC to the dietribution plant along with copper to 
the central office for cuetomere not aerved by DLCE. 

D .  FEEDER FILL 

C o a l i t i c l r i  w i t n e s s  Ankum discusses the fill fac tor  assumptions 
t t i a t  V e r  i to t i  nrarle for various feeder facilities, stating that the 
rnodrl reports a feeder fill oE 9 3 . 5 9  percent, but lie is not clear 
liow i t  i s  d e r i v e d .  lie goes on to explain why Verizon should use at 

Witness Tucek states that dietribution plant doe8 not have an 
objective fill aince diatribution plant is planned with the 
expectation that it ie not going to be enforced. This ie due to the 
fact that otherwise you would be tearing up lawns, gardene, 
sidewalks, etc. in order to expand distribution plant. 
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In hie rebuttal testimony, witness Tucek gives the following 
example of how distribution cable l a  sized: 

Suppose, for example, that 40 working linea are needed for 
a given distribution cable. ICM-FL will determine that 
8 6 . 4  ( 4 0  x 2 . 1 6 )  paire are needed, and install the next 
largeet cable, a 100-pair cable. Since 8 6 . 4 / 1 0 0  is leea 
than the administrative fill input of 0 . 9 8 ,  no cable-size 
adjustment for administrative spare is needed. ( I f  9 8 ,  
99, or 100 pairs were needed, the next largeat cable s i z e  
would be used.) 

In an exhibit to his testimony, ALEC witness Ankum advocate6 a 
65 percent fill for distribution copper cable. 

Concerning the fill for drop facilities, witness Ankum states 
that the f i l l  on drop Eacilities is determined as a combination of 
mer inputs and a pre-programmed algorithm of I C M .  Residential and 
bueinero drope are c a l c u l a t e d  separately based on their own 
aseumptione. The fill factor issue ie obscured by how the drop 
facilities are identified. 

According to witness Ankum, the treatment of the drop within 
the ICM results in the drop becoming a very expensive portion of the 
loop. He aleo believes that the high cost of the drop i s  due to the 
f a c t  that the drop length the model assumes is excessively long. 
The combination of the loop length and low fill causes an inflated 
loop COBt. 

Explaining why the fill for drop facilities ehould never be 
lower than that  for dietribution facilities, witnese Ankum etated 
that it i o  easier to add drop facilities than it is to add 
distribution facilities. He believe8 that the easier it i s  to add 
additional plant, the higher fill there should be. 

Regarding witnese Ankum's recommendation that  the  fill factor 
for drope be no lower than thoee eet for distribution, witness Tucek 
responded that he disagrees with Dr. Ankum and provide8 an example 
of cuetomere ordering second telephone lines where the fill for the 
drop goee from below that of the distribution plant to above that of 

the distribution plant. He again points out that the model does not 
uee the fill factors of specific network components to cost the 
loop, but s i z e s  the cable and picks the network components using the 
discrete sizes available. He a l v o  points out thac t h i o  approaclh is  
used by other models and eneures that the network components "fit 
together. " 

0 .  CENTRAL OFFICE TERMINALS MJD REMOTE TERMINALS 

When asked what level of fill is appropriate for  central ofEice 
terminal (COT) and remote terminal (RT) electronics, Coalit ion 
witnees Ankum responded that for RTa and COTs, he recommends a f i l l  
of 90  percent. He bases his recommendation for RTs on the  fact that 
t hey  are scalable and can be expanded as demand increases. tie 
believes that  COTs can have higher fills than RTs, due to the fact 
they can serve up t o  five RTs. 

when asked that given Verizonls assumptions on the deployment 
of fiber-baeed DLC systems, would COTa be f u l l y  utilized, witness 
Ankum responded that they would be. He t h e n  pointed out that  tlie 
deployment of t h e e  eyeteme in Ihe coat studiee show inore COTo a i d  
RTs than there are in Verizon'8 actual network. 

Finally, witness Aiikum recommends a 90 percent € 1  11  w h l c h  he 
states i a  supported by Verizonle own documentation t h a t  requires 
"that certain types of DLC systems (SLC-96) are used riear full 
capacity." While witness Ankum concedes that these guide1 i n e B  
involve "slightly older equipment," it shows the idea t h a t  ULC 
electronics can be run at very hlgli levels of utilization. 

When aeked if a 90 percent fill for central office terminals 
would be appropriate for any company whose forward-looking loop 
design is based on the deployment of Eiber-based digital loop 
carrier systems similar to Verizon's, witness Ankum responded that 
with Verizonle economies of ecale, a large ILEC would easily have a 
90 percent €ill on its COTs. This ie due t o  their modularity aiid 
ability to serve up to five remote terminals. He agrees that tlie 
s i t u a t i o n  would essentially be the same for RTs a s  i t  i s  w i t 1 1  COl's.  

Wittiees Arikum wae provided a hypothetical situation where 
moderate or high growth was expected. He was asked what 
configuration he would recommend. He responded that you can place 
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larger pieces of plant when moderate t o  high growth is expected. He 
continues by pointing out that you do not put the spare facility in 
the cost model due to the f a c t  that future customers are the  coat 
causer of the spare capacity. He then states that when little or no 
growth is expected, plant should be designed to mimic this demand. 
In  short, depending on the modularity of the piece oE plant, he does 
riot have a problem with placing facilities Eor anticipated growth. 

Concerning the appropriate level o€ fill €or channel unite, 
Coalition witness Ankum responded that due to the fact that channel 
units can be entered into COTa and RTs as needed, Verizon can 
achieve a high  level of utilization. In addition, the channel units 
can be put in place rather quickly and can be placed to closely 
match the total number oL end-users that are served by DLC syeteme. 
For channel units he recommends a fill of 95 percent 

I. DS1 FILL FACTORS 

Tlie hLEC Coalition, i n  discovery, was asked what € i l l  factors 
would be more appropriate than those proposed by Verizon. The ALEC 
Coalition responded that Verizonls assumed fill in the "low double 
digits" for DS1 loops is a primary cause for inflated DS1 r a t e s .  
They believe that for DSl loops, a fill factor of 90 percent would 
be more appropriate. 

The ALEC Coalition was also asked why the fill of 357c 
equipment should not be lower than 90 percent. The Coalition 
responded that the 357c is a piece oE circuit equipment 
(multiplexer) for loop tranaport that is used in the central office. 
Due to the fact that  a large number of services and circuits are 
able  to share thi8 facility, one should be able to achieve a high 
level of utilization. 

J. PEC OVERY OF PLANT PLACED FOR FUTURE CUSTOMERS FROM CURRENT 
(JJSTOMERS 

When asked whether or not it is appropriate, in a TELRIC 
setting, to Include spare facilities for anticipated growth in 
demand by future customers, witness Ankum responded that it was not 
aiid that the ALECs s h o u l d  only pay for facilities that will be used 

to meet current customer demand. He believes that the coat 
caueation principle requirea future customers to pay Eor spare 
facilities since they are t h e  cost causers for the spare facilities. 

Concerning the FCC'e Eindings on t h e  fact that spare facilitiee 
should be based on a reaeonable projection of demand, witnesa Ankum 
responded that paragraph 682  of the FCC'e Local Competition Order' 
states: 

Per unit coete ehould be derived from total comte uaing 
reaeonably accurate "fill factore" (estimates of the 
proportion of a facility that will be "filled" with 
network usage); that ie, the per unit costs aeeociated 
with a particular element muet be derived by dividing the 
total cost aesociated with the element by a reasonable 
projection of the actual total usage oL the element. 

Witness Ankum interprets the Order to mean t h a t  projected future 
customers muet be considered when determining the unit coat of an 
element. He also believee that Verizonls use of only current 
 customer^ in its €111 factor calculation appears to be a violation 
of the FCC' B Order. 

Regarding Dr. Ankumls contention that current user8 ehould not 
pay for capacity installed to serve future demand, Verizon witness 
Tucek responded that this argument is not correct, and pointed out 
that Or. Ankum's argument overlooked the fact  that cuetomer growth 
is ongoing. Witneee Tucek points out that existing customers 
benefit from spare capacity since it allows Verizon to meet demand 
ae i t  occurs in a cost-effective manner. He then pointe out that i f  
rates do not reflect spare capacity, and the aaeociatcd costa, the 
cost of this capacity may not be recovered or will be recovered ftom 
future cuetomers. Recovery from future customere is only pooeiblc 
i f  the rates charged'to a cuetomer were based on the date the 
customer eubecribed to the network. Wirnese Tucak believe8 that 
this scheme i o  obviou8ly infeasible and muet be resisted. 

'Order No. FCC 9 6 - 3 2 5 ;  In the M a t t e r  of Implementation of 
the  Local Competition Provisfons in the  Telecommunications A c t  of 
1 9 9 6 ;  CC Docket NO. 9 6 - 9 8 .  (August 8 ,  1996). 
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In i t a  brief, Verizon made the following argument concerning 
spare capacity being a current operating coet: 

Spare capacity is a current operating cost of the network 
specifically because providing high-quality, timely 
aervice ie a current operating requirement. When an ALEC 
ordere a second line, the ALEC (and the customer) enjoys 
the benefite of existing apare capacity because Verizon i a  
able  to provision thdt second line quickly, without 
incurring the cost and inconvenience of reinforcing plant 
in established neighborhoods. What the ALEC obtains is  a 
uni t  of capacity on a network that has eufficlent capacity 
to operate efficiently. The rate the ALEC pays must 
correctly reflect the coets of that entire network and 
ahould not exclude the cost of spare capacity required for 
the network's efficient operation. 

The following table ehowe how the TELRIC rate for a 2-wire loop 
would change, per Verizon witness Tucek's testimony, i f  current 
administrative f i l l  waB allowed Lor future demand. 

Table 7 g - 2  Impact of A ~ h i E t r a t i V O  F i l l  on 2-Wire Loop Rates 

I I - H i r a  Loop Rate I Distribution P i l l  I Feeder P i l l  

In his deposition, witnese Ankum was aeked to reepond to 
witnese Tucek'8 aaeertion that setting the administrative fill to 

one hundred percent only decreased the cost by seven percent. 
Witness Ankum responded that  the idea of €ill is how many customers 
are going to be ueed to recover the coats of plant. A f t e r  providing 
an example where cuetomere go from paying f o x  two loops t o  paying 
fur one loop he points out that the fill €actor or rate of 
utilization has an enormouB impact on how costs  are allocated over 
the number of customera and ultlmately. therefore, an enoziaoue 
impact on what the ultimate .rate will b e .  

When asked whether or not he agieed with V e r i z o n ' s  
administrative fill input oL 98  percent 011 loop faailitiey, witlieus 
Ankum reeponded that in principle he had no ptublem with t h a t ,  h u t  
acknowledged that he was not quite ~ u r e  how the f i l l  applies in the 
model. 

When asked i f  it wae his contention t h e n  that the f i l l  factors 
used in a cost model should include no spare for growth or 
maintenance, witnees Ankum responded that epare capacity should be 
included for maintenance, breakage, and adminlstration, but there 
should be little or no allowance fox- growth. The reaeon €or little 
or no allowance for growth ie the fact that f u t u r e  cuatomere sliould 
pay €or their own Eacilitiee. 

Witness Ankum points out that i f  ALECs are paying for fu ture  
customers in their ratee, Verizon would be able to charge lower 
rate8  t o  iKs cuetomera due to the fact t h a t  the c o s t e  of Lhe 
facilities have been recovered from the ALECs and their crietolriercr. 

When a s k e d  i f  ILECs sometimee have to use larger c a p c i t y  
equipment in order to provide service to j u s t  a few cuetomere, such 
aa  placing enough capacity for an entlre developmenL w h e n  only a few 
housee are presently occupied, witness Ankuni responded: 
"[p]resumably in the real world the company would lay fdcilitles In 
anticipation of future customers." 

When asked i F  t h e  previourr scenario would result, a t  leaf31 
initially, in lower fill, witneee Ankum responded L h a L  lower f i l l  
would result, but putting the lower fill in a cost study would be 
inappropriate since the ILEC would overrecover the cost of those 
facilities. TliiE ie due to the fact  t h a t  the lower the initial 
fill, t h e  h igher  the per customer coat .  W l t h  higher per customer 
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coste, a8 customers are added to the network, especially in the 
long-term, the ILEC will overrecover the cost of the plant. 

I n  addition to the allowance for two percent adminiatrative 
fill €or loope, the model also allows for a 4 . 7 6  percent 
administrative fill in the development of material inpute for DLC 
line c a r d s .  

A s  stated in the discussion of dietribution fill, the 
edministrative fill input of . 9 8  only places a larger size cable i f  
the number of cable p a i r s  needed use over 98 percent of the cable. 
For example if 8 6  pairs are needed a 100-pair cable would be used, 
but i f  9 9  pairs were needed, the next largest cable s i z e  ( a  200-pair 
cable) would be used. 

In  t h e  BellSouth proceeding, BellSouth sized its distribution 
cable iri a manner nearly identical to Verizon; however, BellSouth 
d i d  not include an additional allowance for growth since growth and 
administxative spare  waa "implicitly assumed with BellSouth's use oL 
t t w  riext l arger  cable s i z e . ' '  

L QBJECTIVE VERSUS ACTUAL fIL4 

When asked h o w  Verizon defines objective f i l l ,  witness Tucek 
responds that objective Eill ie the utilization level where an 
engineer would look into the need €or the reenforcement of a feeder 
route. Asauming growth i n  the network, the objective €ill i e  higher 
than the actual fill. He continues by eaying that "for feeder 
routee the objective fill that most engineers I have talked t o  . . 
. would use lis] a figure of about 85  percent." 

When asked whether he believed that actual fill or objective 
fill should be used i n  the cost model, witneea Ankum responded that 
the actual fill is based on the use of prudent engineering 
practices; it it3 irrelevant in a costing proceeding. In a costing 
proceeding, you do not want to use the actual fill in the network, 
according to the witness. 

In his deposition, witness Ankum was asked about an exhibit 
comparing the ALEC coalition's recommended fills and the f i l l 3  
ordered by the Michigan Commission in Case Number U-11280. 
Accoi-dirig to 111s deposition, the case pertained to Ameritech 

Michigan (Ameritech) . In that  caac the fille were direct inpute 
into the model, and the inputs were b88ed on target fill, which I 0  

an Ameritech specific term which i e  much cloaer t o  objective f i l l  
than it ie to actual fill. 

In hits depoeition, witness Ankum waa asked t o  read the 
following portion of the BellSouth Telecommunicationa, Inc.ls 
(BellSouth) Order in ita UNE proceeding (Docket No. 990649A-TP): 

The ALECe d id  not diepute BellSouth's offectiva feeder 
fill of approximately 74 percent, which repreecnte e 9 
percentage point increase over BcllSouth'e actual 1999 
feeder fill factor of 6 5  percent. We find that 
BellSouth's feeder cable inpute resulting in 411 effective 
fill of approximately 7 4  percent are reasonable. We aleo 
find that BellSouth's distribution fill factors that 
result in utilizations o f  4 7  percent are reaeonable. 

After reading thia portion of the BellSouth Order, he warn aeked 
i f  w e  Eound 4 7  percent fills appropriate for BellSouth, why he 
thought a copper distribution fill of 75  percent was reasonable for 
Verizon. He responded that ' ' [ i ln general I think that those lower 
dietribution fille are inappropriate, and I would have made the same 
recommendation for BellSouth." 

When asked if there are any different or additional factore 
that he thought we should consider before concluding that the 7 5  
percent factor is appropriate, Coalition witneea Ankum responded 
that the only difference is the poesibility t h a t  Verizon is 
operating in more deneely populated areas than BellSouth and should 
be able to achieve higher distribution fill in thoee areae; however, 
he ie not m r e  if thie ie true i f  the territoriea are properly 
d i eaggrega t ed . 

' 

When asked whether or not he agreed with the 4 7  percent 
distribution f i l l  ordered for BellSouth, witneea Ankum rerpondcd 
that he belisvee that i t  is too cloec t o  BellSouth'e actual fill in 
it8 dietribution network. He believes that  the large amount of 
spare facilitiee creates a croes-subsidy with current cuetomera 
subsidizing future customers, and the ALEC subsidizing the ILEC. 
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When aeked whether, based on an exhibit attached to witness 
Tucekle eurrebuttal testimony, placing either objective or target 
f i l l  into the model that's significantly higher than the actual fill 
cauaes an underrecovery of TELRIC costs, witness Ankum responded 
that  the exhibit ehows VerizonlB practice of sizing the network for 
future demand and recouping the coats over current cuetomers. He 
points out that the exhibit does not recognize future customers, and 
that the analysis would be different if future customers were 
included. 

Concerning the allowance for growth, BellSouthis model does 
allow for a growth input, but BellSouth chose riot to allow f o r  
growth in i ts  cost study. 

In the BellSouth Order, we determined that a 74 percent 
utilization for feeder and 4 7  percent utilization for distribution 
was appropriate. In that Order, we also determined that modeling 
two pairs per household was reasonable, i f  not conservative. In the 
BellSouth Order, growth waB not  accounted €or due to the fact that  
BellSouth did not include growth in ita coet model. 

Coneietent with the BellSouth Order, growth io allowed through 
Verizon's use of the next larger cable size when sizing its plant. 
Gince there is no need for an allowance for additional 
adminietrative spare, tho adminietrative fill input ehould be eet at 
1.0. According to Verizon witneee Tucek, this provides for a 
distribution f i l l  rate of 73.54 percent. 

With a few exceptions, fill ie an output of the model and not 
an input into the model. This modeling is done by placing the size 
of plant that f i t s  Verizon's total demand based on the component 
s i z e e  that are available. While it is possible to place user 
adjustments fo r  feeder and distribution fill into the model, it is 
not poesible to input fills for all indiv idual  components of the 
network. The inability to model specific fills for individual 
network components makes it imposeible €or the Coalition's 
recommended fill inputs t o  be placed into the model. Fill need not 
be determined for each individual component of the network, but lor 
feeder and distribution as a whole. In addition, deriving fill 

rates based on cable sizing assumptions is more conceptually sound 
for TELRIC purposes. 

The record indicates that Verizon's objective fill, where I t  
begins t o  look into adding capacity to the network, IS approximately 
85 percent. Therefore, many of the  ALEC Coalitionle proposed f i l l  
factors appear to be high.  and a network operating at the ALEC 
Coalition's pi-oposed fills is likely operating at or near full 
capacity. We also believe that enough spare capacity s h o u l d  exiat 
for maintenance and to allow for a reasonable projection of g r o w t t i  
i n  the network. 

F o r  feeder  plant, Verizorr's cable sizing f a c t o r  of 1 . U 1 1  
installed lines pel- working line a i ~ p a r s  to be reasonable H1r icr  i t  
does make an allowance for some growth before adding a t l d i t i o n a l  
plant. For distribution p l a n t ,  the rccoid i n d l c a t e e  t l m l  t h e  I i i c J t l c l  
placee 2 . 1 6  lines per lot. Based on the confidential c r t l r i i l ~ t i r i n  i3t  

the a t a t e w i d e  distribution factor and the test imony g i v e n ,  w e  f inti 
that ICM shall re€lect 2.16 lines per lot. 

Thus, other than the €ill factors addressed in other issuea, w e  
approve the utilization Verizon's proposed feeder and dietribution 
cable sizing factore and any other fill factors addressed i n  t t i i e  
iesue, with one exception. Corleisteiit witti what W ~ B  ordeird tui  
BellSouth, the administrative fill s h a l l  be s e t  at 1 . 0 .  aince tliele 

is an adequate allowance for growth i n  the c a b l e  a 1 z i i q  faccore. 

Here we detemine the appropriate aesirmptions and inpute fur 
manholes to be used in the forward-looking recurring UNE c o a t  
studies. 

The Loop Model narrative of Verizon's cost model describes the 
placement of underground structures.  For distribution plant, the 
placement of underground plant i a  dependent on t h e  rirrmber O E  
bueineas linea in the area .  Ducte are placed without pullboxee 
(small concrete handholes) if the demand 1 8  for six or fewer 
bueiness l i n e a .  Ae long as the nunher of required ducts do not 
exceed two, pullboxes are placed when there are between 7 and 60 
buoinesa lines in the area. A manhole is placed when the demand i n  
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an area is greater than 60 busineas lines. 
a n d  pullboxes are determined by a user input. 

The spacing of manhole6 

For copper feeder cable, pullboxee are used if the demand for 
cable is less than 400 lines and two or fewer ducts are required. 
when mare than two ducts are required or there is a demand for more 
than 400 lines, the model p l a c e s  manholes. 

The cost input for manholes utilizes a Verizon broad-gauge 
price to estimate the cost of manhole placement. The model also 
allows for d i f  Eerences in placement coste based on geographic 
factors such it9 hcdrock and the water table. 

I n  his deposition, witness Tucek was asked to compare the coste 
t h a t  V e r f z o r i  is proposing for a manhole to what was required in the 
hivereal Service Order. Witnee8 Tucek agreed that there was a 
price difference, but the witness recalled that we ordered that the 
BellSouth manhole coBte be used. H i s  reasoning for the difference 
in prices  is that he s u s p e c t s  that BellSouth hae better pricing of 
the specific item of plant, perhaps because BellSouth buys more 
manholes than Verizon Florida. Witnese Tucek suggested that 
Bel lSouth may have calculated diFferent material loading8 as a 
result of differences in the accounting systems. 

--- DECI SIQN 

There is a very limited amount of information in the record 
relevant to this issue, and what information is available supports 
the manhole inputs proposed by Verizon. The manhole coats addressed 
i n  the U n i v e r s a l  Service Docket appear to be epproximately five 
yeare o l d ,  arid likely ate not based on today'a forward-looking 
cont.9. 

Baeed upon the limited record on this isaue, we find that the 
aseumptions and inputa €or matiholee proposed by Verizon are 
appropriate and they shall be used in conjunction with our findings 
in all other applicable sections oE this Order. 
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CQ8T STUDIEB 

Next, we examine the appropriate aesumptions and lnputs for 
fiber cable and copper cable, Including material and placement 
costs, to be used in the forward-looking recurring UNE coat etudiae. 

Verizon Florida Inc. (Verizon) witness Tucek eponsors Verizon's 
long-run forward-looking recurring cost etudies in thie proceeding, 
which are based on a Florida-specific veraion of the company'a 
Integrated Coet Model (ICM) . Witneee Tucek explains that the XCM 
reElecte Verizon's engineering practices and operating 
characteristic6 and relies on Florida-epecific coats for material 
and labor. The witness aseerts that this is neceesary for the coet 
model to produce realistic eetimates of  Verizon'e forward-looking 
coste. 

Aa witneee Tucek explains, the ICM-FL deeigns 

. . . the network all at once, ueing currently available, 
forward-looking technology and the pricee for labor, 
material and equipment that Verizon ie actually able to 
obtain. The network is modeled eo that it is capable of 
aerving one hundred percent of current demand, and its 
components include all the network element8 Verizon is 
required to unbundle ( e . g . ,  loops, switchee, transport). 

The modeling proceee begins with inputa for material and placement 
coste and other engineering assumptione that are used to model a 
forward-looking network and develop investments and expeneee for the 
network componente. 

Fiber and copper cable are utilized a8 underground, buried, and 
aerial cable. The ICM-FL inpute Include caste €or material, as well 
ae other components neceesary BO that the coet is developed on an 
engineered, furnished, and inetalled (EF&I) baais. Vtrizon'a 
material and placement coete for copper and fiber cable have been 
filed ae conEidentia1. Thue, this information ie not specifically 
diecuesed herein. 
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Witneee T w e k  teetifiee that  the ICM Loop Module uses Verizon'a 
engineering procedure8 to determine network characteristics euch as 
structure type and s i z e ,  placement t y p e ,  material typea and sizes, 
and labor coets. Witness Tucek notea t h a t  material and labor inputs 
reflect Verizon'a economiee of scale aa an efficient buyer with a 
national praotnca. Material coets are based on Vcrizon'e actual 
contracts with vendors, and the Labor Coats are baaed on Verizon'e 
experience o€ what labor activitiee actually coat in Florida. 

According to witness Tucek, the investments aseociated with the 
unbundled loop are modeled by the loop module and include both the 
material coats needed to construct the loop and the cost of 
inetalling theee facilities, such aa trenching and labor costs. I n  
discovery responeee, Verizon aeserts that loop length, terrain, 
customer density, and plant mix aEfect the material and/or placement 
coeta of inveatments underlying the local loop. Specifically: 

Loop length has a direct effect on the quantity of cable 
required, since longer loops require more cable. Two 
terrain characteristics, water table depth and depth to 
bedrock, affect the placement coete oE manhole8 and poles. 
Customer density affecte the aize of  both cables and D L C s .  
Additionally, low-density grids  are aeaumed to be served 
directly out of the copper subfeeder, and no distribution 
cable is modeled for'thcst l i m e .  In high-density gride, 
the road feet adjuetment factor ie not applied. The plant 
mix inputs affect the placement coete of the cable, aa 
well ae the quantity of poles, pull boxea, manholee, and 
conduit placed. 

According to Verieon, the coats of aerial and buried plant 
include the material and placement coats of the aerial cables, 
including the costs for minor material components euch as the 
etrand, anchors and guya, pedeetals, eignage and grounding hardware, 
and the coat of splicing. The material and placement coats of 
Serving Area  Interfaces (SAIaI used in conjunction with aerial and 
buried plant are alea included. For underground plant, the coets 
includa the material end placement coete of the underground cables, 
including the coete for minor matarial componente euch ae cable 
lubricant, grounding hardware, and eignage, as well a #  the cost of 
epllcing. 

The material and placement cost tables are database €iles used 
as input tablea in the loop module. The material cost database 
provides the material type of cable, cable size, descriptlon of the 
cable, unit material price, and an indication if the item is mdjor 
or mitior material. The material coat shown i n  the databaar includee 
a31 components associated with t l iu g i v e n  illaterial type (engineering 
coats and material loading). 

Placement coata include the labor costs for installing copper 
and fiber cables. The labor requirements and tasks are defined in 
a database that includes the type of labor, a description of the 
work performed, and labor activity rate. 

A .  m1'ERIAL COST TNP UTS 

Witness Tucek testifies t h a t  material COSL inpi i t s  r e f l e c t  
Verizon's current experience on a nationwide basis to capture  the 
economies of scale aseociated with  buying i n  q u a n t i t y .  Materid1 
inputs for copper and Liber cables are obtained Erorn the G'1E 
Advanced Materials System (GTEAMS) and are made state epecific 
through the addltion of state speciflc loadings for f r e i g h t ,  sales 
tax, engineering, minor materials and supply expense. Loading 
factors are discussed in more detail in Issue 7 ( e ) .  

GTEAMS i a  the system used by Verizon to p e r f o r m  p lanning ,  
inventory accounting, and material purchaeing managemenL functions. 
Engineering and coating groups acceae GTEAMS to obtain t h e  c u r r e n t  
baee price of copper and fiber c a b l e  materials by e i z e  required to 
eetimate the cost of a project or a service offering. T h e  prlcee 
are kept current through regularly updated p r l c e  quotes fromVer12on 
Purchasing and Material Management, working through Verizon Supply 
and ita third-party vendars, and from invoices reflecting current 
purchases to inventory. 

Verizon explaine that ICM-FL modeled network components are 
designated aB either major or minor niateriale. Minor materials are  
those items whoee coate are not s i g n i f i c a i i t  enough to warrant 
separate tracking within the accounting system. These items are 
identified w i t t i  no epecific account but are used i n  conjirncLion w i t h  
other major network components. For example, 
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. , . cable lubricant is used in the installation of 
underground cable. The coat of the lubricant is treated 
as a minor material and is included in the loaded material 
cost O E  the cable. 

The material database designates whether materials are major or 
minor items. The costs re€lect base unit material Costs from GTEAMS 
with applied loading factors. For example, the material cost of 
each size of 26 gauge copper pair aerial cable includes: 

26 gauge copper cables strung outside on telephone poles. 
Includes the copper pairs encased in protective sheathing. 
Includes amsociated engineering costs and material 
loading I 

Vcrlzori uses a m i x  of contract and company labor €or aerial 
cable and underground fiber placement, depending on time constraints 
and work force availability. All direct buried and underground 
copper placement are performed by contract labor. 

Witnees Tucek testifies that placement costs are based on 
vendor contracts specific to the etate of Florida. According to 
discovery responses and the model methodology, all copper and fiber 
cable labor ie based on contracted Single Source Provider (SSP) 
t a t e e  wciglited with the road feet  of the exchanges t h e  contracts 
cover, Ilie model rilethodology explains that earti vendor contract 
epecifies a rate per geographic area,  or zone. In order to develop 
a compoaite rate Eor Florida, t h e  zone-specific rate i s  weighted by 
the percentage of thc state's total road feet in that zone. 

According to Verizon, the placement costa Cor cablee do not 
vary  depending on the e ize  of the cable, but rather on the type 
( a e r i a l ,  buried, or underground) and location of the cable being 
placed. For example, trenching is the same per foot cost for all 
cable sizes while splicing costa vary baaed on the size of the 
cable. Additionally, Verizon explains that factore such as depth to 
bedrock af€ect whether a cable can be plowed, trenched, or bored, 
each of which has a different effect on the placement coat of the 
cable. 
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Verizon notee that aerial cable requires the installation of 
polea, the eupporting etrand cable, and anchors and guys. 
Similarly, underground cable requires the installation of conduit 
aystems, manholea, and pullboxes. 

According to t h e  model methodology, the labor databaee, 
FLLABR.db, includes the inputs for engineering, installation, and 
labor coste for  copper and fiber cables. The type of labor ie 
identified by an alphanumeric code and identifiea the taeks 
involved. For example, the labor code for placing aerial cable 
notes: 

This covere all handling associated with placing aerial 
cable/eub-duct/cable in sub-duct on existing strand or 
overlashing with exieting c a b l e .  Includee double lashing 
or delash/relaeh (where required) , placing w i r e  clamps , 
strape, cable dampere, trec/squirrel guardm, risetr/U- 
guarda a8 required, placement of fiber tage, and any 
incidental tree trimming. Also includes retensioning of 
the exieting strand and placing additional down guye, i f  
required, to meet epecificatione. 

Verizon provided supporting woxkpapere €or the company epecific 
and vendor specific labor unit rates uoed in the placement input 
table. The labor ratee- denote coats on a per foot b a d e  for 
placing cablee and are differentiated between tha varioum typee of 
excavation, much a6 plowing and trenching. Labor rates €or copper 
cable eplicing coste are differentiated between splicing 1-50 paire, 
51-300 pairs, and over 300 pairs. 

According to the made1 methodology, the ICM-FL modslr one 
splice per average Individual Plant Identification (IPID) length. 
An I P I D  is the length of cable between rpliccr in Verizonls cable 
record eyatem. The average value of the IPID length ie a uatr input 
into the ICM and varier by conetruction and cable type. Verizon hnr 
aeeumcd 413 feet for aerial copper, 872 feet for aerial fiber, 334 
feet for buried copper, and 1 , 1 4 2  feet lor buried fiber. A quantity 
of  splicce is then aeeigned by ICM to each section of cable batsed on 
cable size, IPID length, and total cable footage. 



I I Conditlon Distribution - F l o w  

Depth to bedrock .)On 
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When placing aerial cable, ICM calculate8 a etructure 
inveetment coneieting of poles and anchor/down guy 'costa. The 
appropriate assumptione and inputs for etructure coete are discuseed 
In Section V I 1  ( f ) .  However, it should be noted that the placement 
coats of cablee include coats of plowing and trenching, 

(1). Buried Structure 

For buried cable, the ICM-FL model methodology explains that 
the etructure inveetment can include investments for plowing and/or 
trenching. Plowing for both dietribution and feeder cable will 
occur if certain eoil characteristics and ueer eettinge are  met and 
certain demand levels are not exceeded. Other construction chargee, 
including hand digging, boring, and concrete cutting and replacement 
do not apply when plowing is utilized. 

( 2 ) .  BURIED D W I B  UTION CABLE STRUCTURE 

The loop methodology explains that ICM assumes plowing in all 
circumetancee except where more than two cables are required, where 
bedrock is too close to the eurface to allow coat-effective plowing, 
or where the area i~ too developed to efEectively plow. The 
methodology notes that plowing is moat practical in areas with 
little road feet ,  i . e . ,  rusal ,  open a r e a s  with few underground 
obetructiona. 

When plowing cannot be used to place buried cable, the cable is 
placed with a trencher. In euch cases, Verizon notee that 
additional labor items including boring, hand digging, concrete 
removal and replacement are incurred. Thee8 activities are 
primarily found in urban areas.  The percentage of trench line 
provisioned by hand digging or boring, and the percentage of trench 
line that requiree concrete or asphalt to be removed and replaced 
nre developed ueing data from Verizon'e Contract Adminietration 
Syetem ( C A S ) ,  Only the trenching labor codes are used to develop 
the percentages. The sum of three years of data are used and the 
percentages are determined by dividing the total hand digging, 
boring, or concrete and asphalt footage by the lsngth of the trench. 

Tho conditione required for plowing to occur for buried 
distribution cable are shown below: 
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1 Tablo 7 ( i ) - 1 1  Buriod Cmblm Conditionr I 

Source: EXH S O ,  Model-Methodology, Loop Module, Book I1 of VII. p 1 8 .  

I f  all of the  conditions required for plowing are not mer, ICM 
assumes trenching will be used. 

( 3 ) .  BURIED FEEDER ANI) BACKBONE CAUIAE STRUCTIJPE 

According to the loop module methodology, feeder and backbone 
cables will be plowed when the Lollowing three  condltions are met: 

When the wire center service area is labeled as a low 
density wire center (lese than 50 lines per square  
mile - designated as low density). 
The conetruction ia non-shared CorisLruct ion.  Since 
random separation 10 noL allowed 111 the teedei 
network, the required separation between Veri z o n  arid 
other facilities cannot be achieved by plowi t ig  the 
cable. 
The bedrock is  below the surface far eriougti Lo allow 
sufCicient cover, i.e., 30 inches for copper cab le  
and 48 inches  €or Eiber cable. However, to avoid the 
additional expenee of trenchlng or rock sawing for 
f iber  placement when bedrock is between 30 Inclies and 
48 inches, ICM allows fiber cable to be plowed at 30 
incheo within a protective subduct. 

Additionally, where very hard Boil conditions e x i s t ,  ICM adds 
a coat for pre-ripping (loosening up the soil) to the plowing coat  
for fiber cable. The ICM pre-ripping rate is 10 percent which iI3 

applied to the amount of placed cable. "For example, i l  1,000 feet 
of fiber cable is placed, XCM aaeumes 100 feet will require pre- 
ripping. " 

As with diatrlbution cable, a trencher is ueed to place Eeeder 
or backbone cables when plowing is not possible. Also, additional 
labor items for boring, hand digging and concrete removal and 
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replacement are a p p l i e d  only i f  the wire center density ie high or 
medium ( o v e r  SO l i n e s  per Rquare mile). 

The conditions required for feeder and backbone cables  to be 
plowed are shown below: 

Tabla 7 ( 1 ) - 2 1  tmadar and Brekbono Cmbla Conditionr 

Condition Feeder- Plow I Demand in wire center  c 50  liner per m q .  m i l o  

F l h c r  feeder - depth to bedrock 5 4 8 "  no subduct required 

J O n - 4 e m  subduct required 

Coppar backboils - depth to bedrock 3 3 0 "  

meparation required 
Source .  EXl l  S O ,  Model Mtthodalogy, Loop Module. Book I 1  o f  VII, p .  1 9 .  

I f  a l l  of the  conditions required for plowing are not met, I C M  
nnrriirriee t lra t t reriching wi 1 1  be used. 

The I C M - F L  loop module estimates the investmente needed to 
construct the loop based on existing wire center locations and year- 
end 2000 demand. These investments include the material and 
it~slallation costs o l  copper and fiber cablee, among other items. 
The  model logic indicates that  the XCM-FL conetructs the loop by 
modeling specific cable type, aize, and length based on Verizon's 
engineering assumptions. Unit material costa from t h e  material 
database are then used to determine the material component of the 
loop investment. These unit c o s t s  are first obtained from GTEAMS 
followed by the a p p l i c a t i o n  of material and engineering loading 
factore. The placement or installation costs are developed baaed on 
weighted vendor contract rates. 

The Alternative Local Exchange Companies (ALECs1 provided no 
testimony in specific opposition to Verizon'e material and placement 
inputs f o r  copper and fiber cables .  The ALECa assert that the ICM- 
FL is not a transparent, verifiable, reliable model, and is 
therefore not open to review and capable of accommodating changes to 
in ln i ts  arid assumptions. 

We have reviewed the unit material and placement coet inputs 
and supporting documents ae well ae the model logic for developing 
copper and fiber cable inveetmente. We b e l i e v e  that, contrary to 
the ALEC8' poeition, the ICM-FL is capable of accommodating changes 
to inputs and aseumptione. A review of the model logic indicatee 
that revieione made t o  material and placement inpute will flow 
through to revised inveetmente. Furthermore, lacking ttetimony to 
the contrary, our review of the source document8 eupporthg the baee 
unit material cable prices and placement labor rate6 eupports the 
reaeonableneee of Verizon'e inpute. 

In aummary, w e  find appropriate Verizon'e material inputls for 
copper and fiber cablee, a13 modified by our finding0 in Section VI1 
7 ( e )  of thie order. Regarding placement c o ~ t e ,  we find that thm 
appropriate aeeumptione and inpute are those identified by Vsrizorl. 

VIX(k) . ABSUHPTIONB AND INPUTS FOR DROP8 XN COST STUD=-# 

We now examine the appropriate assumptione and inputs €or drope 
to be uaed in the forward-looking recurring UNE cost etudies. 

The ALEC Coalition wae the  only party to f i l e  testimony on thie 
iaeue in oppoaition to Verizon'e position. Covad adopt8 the 
position of the ALEC Coalition in its poet-hearing brief. Vcrizon 
witneee Tucek states that the average drop length i 8  determined 
using the number ot busineee and reeidential unite in each gr id  and 
by an aesumed grid area of 2 . 7  million square feet .  Vcrizon witness 
Tucek explains the calculation8 o€ the drop lengths modeled by ICM- 
FL for a given demand point or grid: 

The number of busineee and residential unite ie determined 
by dividing the businese and reeidence lines by the number 
o€ l i n e e  per unit. The number of lines per unit for 
buefnesscs and rqsidencae are uecr-adjustable inpute that 
are epecified via ICM-FL'8 run time option acreen. 
Dividing the grid area by the total number of units 
produces the average s i z e  lot €or the grid .  ICM-FL 
aaaumee that the lot is square and calculates the average 
drop length for the grid aa the dietance from the center 
to the corner. Thie approach recognizee both front and 
back placement of drops and accounts for the fact that 
many drops must croes the street: to  reach the dietribution 
cable. 
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75.0 1 0 0 . 0  150 0 8 5 . 5  

01.2 129.0 259 0 102 0 

7 9 . 2  109.6 149 5 91.5 

. 
4 

Verizon witneee Tucek points out that because the calculatione juet 
described can reault in unusually long or short drop lengths in 
sparaely or densely populated grids, respectively, ICM-FL allows the 
user to specify maximum and minimum values for the modeled average 
drop length. 

ALEC Coalition witnees Ankum believes that the lengths o €  drop 
and entrance cablee modeled by ICM are not accurate and are too 
long. ALEC witneee Ankum states that "the drop lengths are 
calculated in the model per demand unit based on an algorithm that 
B B B U I T I ~ B  that drop wires and entrance cables terminate at the center 
of each lot on which a residence or businees resides. A s  a result 
of this algorithm, drop lengths and entrance cablee can vary from 15 
to nearly 500 feetSY Witness Ankum believes that rate8 should be 
appropriately deaveraged to reflect coat variation8 acroea 
geographic regione. Witnese Ankum contends that drop and entrance 
cable lengrhe should be deaveraged by zone, to reElect the greater 
density and generally shorter lengths in urban areas. Specifically, 
for zonee 1 through 3, he recommend8 the length8 should be eelected 
aa ueer defined inputs at 75, 100, and 150 feet, respectively. 

ALEC Coalition witness Ankum states that relative to the other 
components of the loop, the drop portion should be one o€ the most 
inexpensive components; however, it m u ~ t  be modeled correctly. 
Coneequcntly, ALEC Coalition witness Ankum adds that although 
Verizon aeeumea in the model that there are 3-pair drops €or every 
residential unit in distribution units with 500 residential unite 
and 25-pair entrance cablee €or demand units with more than 500 
residential unite, he recommende that we order Verizon to base i t s  
loop coet studies on no more than 2 pairs per drop and not 3. 

Verizon witness Tucek argues that the €act that XCM-FL models 
drops that are longer than ALEC Coalition witnees Ankum'a 
recommended drops ie inconsequential, because the average TELRIC for 
a loop is not particularly seneitive to changes in drop length 
inpute. Witneee Tucek explains that it is not poeeible to farce the 
average drop lengthr in each zone to equal the valuce recommended by 
ALEC Coalition witneee Ankum. Verizon witness Tucek addm that ALEC 
Coalition witneest Ankum'e recommended drop lengths are unsupported 
by hie taetimony. V e r i z o n  witnees Tucek continues: 

determine the composition of t h e  zones, one must know the 
loop cast far each wire center. This cannot be done 
without first determining the modeled drop length. ICM-FL 
determines the average drop length based on the 
characteristics of the individual demand point. or grid. 
This means that grids which have similar density 
characteristics will have s i m i l a r  aveiage drop lengths, 
regardless of the zone their parliculdr wile center I S  
ultimately assigned to. 

Witness Tucek maintains that based on the exisLing striicture of ICM- 
FL, one can only adlust t h e  values €or minimuin arid nidximuin drop 
length to eEfecrively decrease the average length of the modeled 
drop in each zone. Table 7K-1 provides a comparison O E  t h e  drop 
lengths proposed by the parties, and ahows the impact ot setting the 
minimum drop length to 10 and t h e  maximum drop length to 165. 

TABLE 7 K - 1  
Comparleon o€ Drop Lengths 

(by density Z O I I C I  

I Zone 1 zone 2 Zollr 1 I Overall 
I 

~~ 

1 Tuee k 1 8 1 - 8 -  1179.0 I 1 5 9  0 1 1 0 2 . 7  

As shown in Table 7K-1, setting the minimum average drop length 
to 10 only reduces the average Zone 1 drop to 81.2 feet, and does 
not change the average drop lengths of the orher two zones.  Table 
7K-1 also shows that setting the  maximum drop length to 165, forces 
the average drop lengths €or each zone cloae to ALEC Coalitlon 
witness Ankum'a recommended drop lengths. 0 y  our calculations, t h e  
average modeled drop length decreases by 1 1  percent. Subsequently, 
Table 7K-2 provides a look at the impact that setting the maximum 
drop length to 165 h a s  on the cost of the average TELRIC for the 2 -  
wire loop. 

Hia recommendation to epecify a drop length for each 
deaveraged 20ne doee not make sense. In order to 
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TABLE 711-1 
Impact of S e t t i n g  Input Maximum Drop Length Equal to 1 6 5 f t  llae on the Average 

TELRIC for t h e  2-Hirc Loop 
(by density zone1 

Zone 1 Zone 2 Zone 3 Overall 

$ 1 0 . 9 4  $ 2 7 . 6 8  $ 7 4 . 1 6  $ 2 2 . 9 4  

s 1 8 . 9 2  s. 2 1 . 1 1  $ 7 2 . 8 6  S 2 2 . 0 4  

( 5  0 .011  I S  0 .201  I$ 1.311 ( S  0 .10 )  

A r e v i e w  of Table 7K-2 reveals that an 11 percent decrease in length 
yields less t han  a one-half of one percent decrease in the 2-wire 
loop TELRIC. Therefore, witness Tucek contends that moving ICM-FL's 
s v p t a g c  modeled drop lengths subatantially towards ALEC coalition 
wiLriess Atikum' s reconiinerldatioii ha8 v e r y  little impact on the 
reeulting coet estimates because drop coats are not a very  expensive 
part of the loop i n  ICM-FL. 

Veri zon witness Tucek states 
prnctlce u t i l i z e s  a 3-pair drop as 
that marly customers l iave more than 
i s  reasoriabl e : 

t h a t  Verizon's actual operating 
a result of Verizon recognizing 
one line. He explains why this 

Once a subscriber orders a second line, use of a 2-pair 
drop means that a second drop most be placed i E  one  of the 
pairs € a i l s ,  or i f  a third line is ordered. Moreover,  
based on the cost differential between a 2-pair and 3 -  
pair drop that existed i n  1997, use of a 2-pair drop 
decreases the 2-wire loop TELRIC by only  4 c e n t s .  Thia  
minimal change reflecte the fact that the drop placement 
cost does not change i f  a 2-pair drop I s  used. 

Witness Tucek states that the minimal coat differential also 
supporte the use of a 3-pair drop eince doing BO reducee the 
likelihood of incurring the additions1 placement costs of installing 
a oecond drop at a customer's premiaes. 

The  drop is the copper service wire that is t h e  loop component 
used to transport service Erom the distribution terminal t o  the 
cuntomer's N I D .  ALEC Coalition witnese Ankum advocates deaveraging 
t h e  drop and entrance cable lengthe for zones 1, 2, and 3 to 75, 
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100, and 150 feet, respectively, by selecting them a8 u6tr  defined 
inpute in ICM-FL (an option in ICM-FL). We are not persuaded by 
ALEC Coalition witness Ankum'a propO8al for two rcaaonm. F i r a t ,  we 
believe that in an attempt to decrcaee the TELRIC for the 2-wire 
loop, witnese Ankum makes a mietake when he aseuma# that loop 
lengths can be input into ICM-FL by density zone. We agree with 
Verizon witness  Tucek that based on the e x i e t i n g  etructure of ICM-  
FL, "one can only adjuet the values for minimum and maximum drop 
length to effectively dccrcaee the average length of the modeled 
drop in each zone." We aleo note that Verizon witncee Tucek 
testified that setting the length of all dtop wirae and entrance 
facilities to only one foot, decreases the TELRIC for the 2-wire  
loop by 94 cente. Witneee Tucek added that while thie is not an 
insignificant amount, it doee not support ALEC Coalition witnees 
Ankum'8 claim that ICM-FL assumes exceeeively long drops. We 
believe that the drop lengthe aeeumed by Verizon in XCM-FL are 
reasonable. 

Second, it doee not appear to ua that ALEC Coalition witness 
Ankum provided adequate support for the drop lengthe he proposed in 
his testimony. We note that witneae Ankum did not base his 
recommendation on any analysis OF ICM-FL. Rather, witness Ankum 
baaed his recommendation on what he haa "seen used in other coet 
models" and on the "general diecueeion" he has had with outeide 
plant engineers. ALEC Coalition witnees Ankum did not utilize any 
empirical analysis as a foundation for hie contention. 
Additionally, we agree with witness Tucek that moving ICM-Ft'e 
average modeled drop lengthe substantially towarde witness Ankum'a 
recommendation has very little impact on the  resulting coet 
estimatee because drop cost is not a v e r y  expenaive part of the loop 
in ICM-FL. Therefore, we decline to  approve the drop lengthe 
proposed by ALEC Coalition witnees Ankum. 

We alEo agree with Verizon witness Tucek that: the cast 
differential between a 2-pair and a 3-pair drop ia minimal. 
Additionally, when a 3-pair drop i e  utilized, t h i s  decrtasse the 
poeeibility of having to install an extra drop at  the cu~tom@r'8 
prcmleee a t  8oma point in the future, thereby rsduclng coot. Me 
believe that the benefit of using a 3-pair drop outweighs the cost 
savings of using a 2-pair drop. As a result, we believe that the  
use of a 3-pair drop in a demand unit lese than 500 i a  appropriate. 
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Baeed on theee facts, w e  find that the appropriate assumptions 
and inputs for  drop8 shall be those contained in Verizon witness 
Tucek's testimony and the accompanying coat etudy. 

Here we consider the appropriate assumptions and inputs for 
network interface devices ' to be used in the forward-looking 
recurring UNE cost studies. 

Testimony on this section was limited; in f a c t ,  Verizon was the 
only party to state a position in a post-hearing briei on this 
section. Verizon witness Tucek believes that it is important that 
ICM-FL reflect Verizon's engineering practices and operating 
characteristics and that ICM-FL be based on Verizon-epecific costs 
for material and labor. Witnesa Tucek state6 that the etandard that 
the FCC ha6 set for TELRIC is the coata that the specific carrier, 
in this case Verizon-FL, expecta to incur, not a generic cos t .  
Further, witness Tucek assart8 that the use of Verizon-specific 
costs far material and placement associated with NIDs compliee with 
the leaet cost, forward-looking, moat efficient technology 
requiremente of TELRIC. 

The NID ie the device at the customer'e premises (either 
business or residential) within which the drop wire terminatee; it 
is alao the interface device between the CuBtomer's ineide wiring 
and the telephone network. We have reviewed the material and 
placement cost inputs for N I D s  found in t h e  FLMATL.DB and FLLABR.DB 
tables. These inputs are based on actual Verizon-FL specific costs; 
as auch, w e  believe these inpute are compliant with the FCC'E First 
Report and Order. Therefore, absent any evidence to the contrary, 
we find that the appropriate assumptione and inputs for N I D s  shall 
be the input values and aesumptions contained in Verizon's cost 
etudy and study documentation. 

VI1 (m) : 3 TAL LO C IE - 
We now determine the appropriate esaumptions and inputs for 

digital loop carrier costa t o  be used in t h e  forward-looking 
recurring LINE c o w  etudiee. 
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In its brief, Verizon states that the appropriate input values 
and aeeumptions for digital loop carrier (DLC) costs to be used i n  
the forward-looking recurring W E  cost atudies are those contained 
in Verizon witness Tucek's testimony and the accompanying cost 
study. Verizon witness Tucek aseerts t h a t  Verizon's DLC costs  are  
baeed on the input prices for material, equipment, labor, arid 
placement costs that Verizon expects to pay. Verlzon witnesa Tucek  
state6 : 

Verizon purchases DLC materials arid eqiiiprnrnt on a 
nationwide basis to capture the economies of scale 
associated with buying in quantity and any sales t d x e s  or 
shipping cost included I n  the costs O E  material and 
equipment is reElected in what Verizon p a y s .  Verizon's 
DLC labor costa reflect the wage rates Verizon pays in 
Flor ida .  Placement coats for DLCs are based on vendor 
contracts specific to the state O E  Florida. 

The DLC material and placement cost inputs c a n  be found on t h e  ICM- 
FL CD in the FLMATL.DB and FLLJcBR.DB tables, respectively. 

ICM-FL'o modeled DIL locations (placements) are based on L h t :  
existing network i n  Verizon's Florida serving a r e a .  Verizon witneaa 
Tucek asserts that Verizon's DLC placement costs are accurate arid 
forward-looking and should be adopted. Witness Tucek  s t a t e a  t h a t  
ICM-Ft models how DLCe are placed based on t h e i r  eize. For DLrs 
that serve 4 4 0  lines and amaller, ICM-FL assumes that Ltie DLC i a  
pole-mounted; for DLCs larger than 4 4 8  linee, ICM-FL assumes  that 
the DLC ia placed outside on a concrete pad. Verizori's DLC 
locations are inputs to the modeling process rather than outputu. 

ALEC Coalition witness Ankum belleves that the DLC cost3 1 1 1  

Verizon'a study do not reflect the least-cost most-efficient netwcjrk 
deaign and cannot be used to produce UNE ratea that are compllant 
with the FCC's TELRIC pricing rules. ALEC Coalition witness Ankunr 
believes that Verizon's ICM DLC costs are i n f l a t e d ,  for f o u r  
reasons: (1) Verizon'e proposed DLC f i l l  factors are too low; ( 2 1  
ICM-FL's network architecture is inappropriate; ( 3 )  Verizon'e coat 
studies fail to address an appropriate concentration ratio; and (4) 
ICM fails to capture the efficiencies of fiber Eacilities. F i r s t ,  
witness Ankum arguea a t  great length t h a t  ICM-FL's DLC costa are 
overstated due to inappropriately low fill factors. We note that 
the issue of fill factors hae previouely been addressed in Section 
VII(g). Aa a reeult, i t  will not be dealt with here. 
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Second, ALEC Coalition witness Ankum stresses the importance of 
what DLC conEiguration is modeled in Verizon'a coet studies. 
Witneee Ankum believee that coet  studiee for DLC based loope ehould 
assume the use of integrated digital loop carrier ( I D L C )  
technologies, arid that no universal service interfaces (channel 
units) should be used in the studies. ALEC Coalition witness Ankum 
adds that IflLC systems are more efficient, less expeneive, and could 
reduce a competitive gap between the costs to Verizon and the costs 
to CLECs that use unbundled loopa. Witness Ankum explains: 

Integrated n t C  systems allow a circuit, once digitized at 
the remote terminal, to remain in digital form until it is 
ultimately terminated in a central office switch. 
Likewise, i n t e g r a t e d  DLC allows a carrier to aggregate 
individual DSO (voice grade) Circuit6 i n t o  larger, more 
efficiently trarisported bandwidths (DS1, DS3, etc.) , In 
this manrier, an lDLC system not only maintains the quality 
o€ a fully digital circuit (i.e., it removes t h e  need to 
convert the signal from analog to digital form on multiple 
occasions - a s  is required by non-integrated DLC systems) ,  
i t  also reduces coat (because there is no need for 
digitaljamlog conversion equipment like t h e  central 
off ice terniirial arid aasociated line equipment used by non- 
integrated s y s t e m s ) .  

The significant cost difference between the universal 
digital loop carrier (UDLC) and IDLC loop is the baeis for 
the "competitive gap" wherein competitors will always be 
at a cost disadvantage vis a v i s  Verizon if they use 
unbundled loops. As such, Verizon's proposed methodology 
undermines the procompetitive intent of the Act of 1996 
that envisions use of unbundled network elements as an 
important market entry alternative. Again, it does 80 by 
a r t i f i c i a l l y  inflating the economic cost incurred by CLECs 
relative to those incurred by Verizori. 

Further, ALEC Coalition witness Ankum gives three reasons why this 
I s a u e  is important to  CLECs,  competitors of Verizon: 

First, Verizon will use integrated DLC for purpose8 of 
providing loops to its own retail customers. Integrated 
DLC is more efficient and less expensive than non- 
integrated UDLC i n  a number of ways; t h i s  allows Verizon 
t o  provision its r e t a i l  services using more efficient, 
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lese expensive IDLC technology. Conversely, when Verizon 
provisione unbundled loops to CLECs with a more expeneive, 
lees efficient non-integrated UDLC, thie producee a 
"competitive gap. " 

Second, Verizon will be deploying next generation IDLC in 
sharply increasing numbers because evidence indicates that 
integrated DLC is the least cost, forward-looking 
technology for loop facilities. This meane that all of 
the problem8 deecribed above (i.e., the "competitive gap" 
and the need to unbundle IDLC) will only become more 
prevalent in the future. 

Third, UDLC systems are an inferior eubetituta for IDLC 
aysteme. AE a result of the multiple digital/analog 
conversions that must take place to proviaion a loop via 
non-integrated UDLC technology, cuetomere etrvcd via thie 
technology receive lower data speed on a typical dial-up 
connection. While at first glance this may appear to be 
a small iseue, we note that the vast majority of new lines 
placed i n t o  eervice over the past 3 yeare  axe second (or 
third) lines used to accommodate dial-up internet 
connections. Given an opportunity to purchase an acccas 
line from Verizon that provide8 56Kbs dial-up service, 
versus an offering by a CLEC that accommodates only a 
2lKbe connection, all elee being equal, customers will 
chooee the faster dial-up eervice. This will be an 
important competitive advantage €or Verizon that will not 
be loet on customers. 

ALEC Coalition witneee Ankum concludes that in esacncc, Vcrizon will 
not only benefit from the "competitive gap" aeeociatcd with the 
lower coat it facee to produce a loop for uac by i t a  r e t a i l  
customers, but it will also benefit from a higher quality product. 

Next, ALEC Coalition witness Ankum states that Verizon fails to 
assume the proper concentration ratio on the IDLC. Witnee8 Ankum 
believee that the concentration ratio ehould be 6:l. Witneee Ankum 
continues: 

With GR-303, variable line concentration outside of the 
switch ie poesible due to time d o t  interchanger (TBI) 
Eunctionality eetabllshed between the ewitch and an RDT. 
The TSI in conjunction with the time d o t  management 
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channel (TMC) provides administration and dynamic channel 
aesignment. The degree of concentration that is 
desirable, however, depends on the calling patterns of the 
community served by the DLC ayetem and the CCS levels 
associated with that community. 

Further, witness Ankum Btates that i f  Verizon were to eerve the 
reeidential customere it currently serves on copper facilities with 
fiber-based IDLC - as it shauld, given the fiberjcopper break-over 
point assumed in Verizon's own studies - then the residential 
calling pattern would allow for a different concentration ratio than 
used for business customers. ALEC Coalition witneee Ankum adds: 

The effect of the cost study aasumptiona is that - in 
contrast to Verizon'a real network - a mix of cuetomere, 
consieting of both busineee and reaidential cuetomere, 
will be served by fiber baaed DLC syetems. Given t h a t  the 
concentration ratio for businees cuetomere, a mix of 
residential and business customers will allow a higher 
concentration rat io .  This obeervation is even more true, 
if  one considere that business customers call mostly 
during the day, while reeidential customers call mostly at 
night. Thus, since bueineea and residential cuetomera are 
likely to have two distinct peaks, their calling patterns 
are complimentary and do not crowd out one another; as a 
result, a higher concentration ratio ie possible. 

ALEC Coalition witnese Ankum conclude8 that one of the major 
coneequencee of Verizon's decision to aeeume larger quantities of 
fiber deployment fo r  coet etudy purpoaea, rather than what is 
actually deployed in i t e  real network, is t h a t  a higher 
concentration ratio can be achieved. Given that under TELRTC, one 
muet asaume a least-cost, forward-looking network, witness Ankum 
contends that a concentration ratio of 6:l is appropriate. 

Finally, in addition to modeling an inappropriate DLC 
configuration, ALEC Coalition witneas Ankum believes that ICM fails 
to capture the ePficicncias of fiber facilities. Witneee Ankum 
contends that "it is important to capitalize on efficienciee of the 
fiber and to drive the fiber ai3 deeply into the dletribution area as 
poeaible 80 ae to minimize the use of expeneive copper facflitiee 
(feeder and distribution).* Witnees Ankum etatca that this notion 
ie not conrridercd in Vtrizon'e ICM-FL model. Witness Ankuni 
continuee: 

The ICM model assumes that there is always a poi-tion of 
the feeder that is copper based even i f  the loop uses a 
fiber based DLC eyatem. Further, the ICM model assumes 
that in many instancee there IS even a secondary Serving 
Area Interface (SA11 in addition to the first SAI, thus 
further increasing the uee of copper facilities Lather 
than diminishing it. There is no attempt i n  the model to 
place the FDI (with the RT) close to t h e  cwtomer and to 
extend the cheaper f i b e r  facilities 6 0  as to conserve on 
expensive copper facilities. 

ALEC Coal ition wi tneas Ankum's argiiiiients were challenged by 
witness Tucek in his surrebuttal testimony. Verizon w i t n e s s  Tucek 
believes that we should disregard the specific allegations arid 
recommendations made by ALEC Coalition witness Ankum conceiir~rig 
Verizon's propoeed DLC aasunipt iona.  I n  reenEorcing h i s  dt1ee1 t i ~ ) n  
t h a t  Verizon's proposed DLC assumptions are accurate and €orwdi t i -  

looking, Verizon witness Tucek addresses a f e w  "niisBtateineiity" t l l d t  

h e  claims were made by ALEC Coalitinn witness Arikirm. 

First, we note that during the course G E  this proceed~ng t h e  
issue of the appropriate network architecture has laigely fociieed on 
what DLC configuration, IDLC or UDLC, ehould be assumed by ICM-FI. 
throughout the modeled network. Verizon wi tnesa  Tucek claims that 
ICM-FL properly models DLCe capable of provisioning non-switctrad 
services and unbundled loops in a multi -carrier environrirent . Verlzorl 
witness Tucek etates that ICM-FL assumes the deployment of universal 
digital loop carrier (UDLC) throughout the modeled network because 
it (UDLC) ie the only currently available D I L  technology that is 
capable of providing unbundled loops in a multi-carrler environment, 
and because integrated digital loop carrier ( I l l L C ) ,  the alternate 
technology proposed by ALEC Coalition witness Ankum in his Exhibit 
28, is technologically incapable of provisioning stand-alone 
unbundled loop8 in a multi-carrier environment.  Witness Tucek 
continues: 

Regardleee of what is hypothetlcally Eeasible, the  
question of what DLC architecture a cost model should 
aBeunie is dominated by the fact that: no switch or NGDIK 
vendors have commercially of €ered products with the 
functionality required to support a multi-carrier 
operation of a GR-303 interface. Because TELRIC must be 
baeed on equipment and technology that is commercially 
available today, a universal DLC conElguration is the 
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correct assumption to make when modeling the TfiLRIC O E  an 
unbutrd 1 ed 1 oop . 

Verizon witness Trimble states in his eupplemental response to 
our staf E ' s  eighth  et oE interrogatories that Verizon's proposed 
UNE-P rates equal to the sum of the proposed unbundled port and loop 
rates, because Verizon believes that modeling W E - P  based solely on 
IDLC will result in r a t e s  that understate the cost OE unbundling via 
a LJNE-P arrangement in the real. network eince in reality, they would 
riot all he provisioned v i a  IDLC.  Witness Trinble continues: 

A n  unknown percentage of unbundled loopa in the real 
network that would otherwise be served v i a  IDLC will be 
served by terminating them on a D4 channel bank over a 
copper Lacility. Likewise, some such loape will he eerved 
by t e r m i n a t i n g  them on a central oflice terminal via the 
f i h c r  fncility aneociated with the IDLC system that they 
would otherwise be served out of, Not all of these loop8 
will be migrated back to the IDLC arrangement i €  they are 
subsequently served via UNE-PI so that setting the rates 
€or these loops based on the Bum of the unbundled port and 
loop charge makes sense. 

Consequently, witness T r i m b l e  affirms that Verizon's proposed UNE 
loop rates assume the use oE UDLC rather than IDLC. 

Veri7011 w i t n e s s  'Itrcek concludes that it is not possible to 
unbundle a loop from an fDLC in a multi-carrier environment. 
Wi tness Tucek adds "our DLC vendors have acknowledged this, the 
ALECe have acknowledged this in their data request responses. And 
actually one oE the industry's leadere in designing standards euch 
aR GR 303 is still soliciting funding support for research to Bolve 
the problems in unbundling a loop from IDLC in a multi-carrier 
environment . " 

Second, Verizon witness Tucek argues that  increasing the 
concentration rat io  to 6:l only impacts the cost of the DSX-1 panel 
and associated cards in ICM-FL'B IDLC inputs. Compared to the 4 : l  
concentration ratio assumed by ICM-FL, he testifies the 2-wire loop 
TELRIC decreases by only one cent, assuming that IDLCs are used; 
there is no change in the investment or in the 2-wire loop TELRXC in 
t h e  universal configuration underlying Verizon's filed cost. 
Moreover, witness Tucek states that moving from a 4 : l  to a 6 : 1  

concentration ratio has no impact on the number of D6-1 linke 
required for 192-line DLCa and smaller. 

Third, although Verizon witness Tucek concede8 that ICM-FL 
assumes the uee of copper €eedex even though a l l  of the modeled DLCe 
are fiber-based, he counters that XCM-FL does take advantage of the 
efficienciee of fiber facilitiee bccauee ICM-FL aaeumes that a11 
DLCs are connected to the central office v i a  fiber feeder routee. 
Witneee Tucek adds that the on ly  copper feeder modeled by ICM-FL f~ 
the subfeeder needed to connect dietribution plant to the DLCa ox, 
in the case of cuetomcre not yet eerved by DLCm, to the .witch. 
Further, XCM-FL efficiently usee f i b e r  because all of the modeled 
Eiber routee - including the interoffice fiber routee - share the 
same sheath to the fullest extent possible. 

Verizon witneee Tucsk believe8 that ALEC Coalition witnere 
Ankum'e DLC propoaale are flawed, Witncee Tucek atacce that it ie 
clear that ALEC Coalition witnese Ankum advocatee banlng TELRIC 
estimates and UNE rates on a network that is disconnected from the 
r e a l  world and completely unlike the network from which the UNEe 
will be provisioned. Verizon witness Tucek believta that ALEC 
coalition witneee Ankum'e disregard for the charactcrietice of the 
real world network is indicative of the fact  that he I s  unconcerned 
with the costa that Verizon will actually incur in provisioning 
UNEs . 
E 1  s LON 

We believe that ALEC Coalition witness Ankum'8 rationale for 
modeling 100 percent IDLC is undermined based on the Coalition'e 
reeponse in Exhibit 28 on pages 115 and 116, wherein witnese Ankum * 

failed to distinguieh between unbundling IDLC in a multi-carrier and 
in a multi-host environment. In a multi-carrier environment the 
digitally-derived loop ie connected to an ALEC switch. In a multi- 
host environment the ILEC is the only carrier to which IDLC loope 
are being provisioned; thue, the ILEC experitncee none of the 
eecurity or operational issuee expreeeed in Exhibit 55, the ALCATEL 
letter, euch a8: 

the overall control and management of the aystem 
the functionality of a real time dynamic Time Slot Interchange 

s the improper uee of multiple operating eyatems (generally, the 
(TSI) in a multi-carrier environment 

type used in a multi-carrier environment) 
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the monitoring of eystem alarme by multiple carriere 
0 the development o€ detailed operatione proceesee between the 

carriers owning the ewitches and the carrier owning the system, 
in order to provieion GR-303 interface groups between carriers. 

the complexity of coordinating teoting resources and procedures 
associated with a multi-carrier GR-303 acrose carriers 

While ALEC Coalition witness Ankum is technically correct in 
asserting that unbundling IDLC in a multi-host environment is 
possible, we believe that witness Ankum mistakenly makee reference 
to -a  multiGcarrier environment in his -testimony; not-the--multi--hoot-- 
environment on which his position is based. 

- -. - - .  

It is our impression that ALEC Coalition witness Mkum wants 
Verizon to unbundle IDLC in a multi-carrier environment, in which 
t h e  digitally-derived loop ie connected to a Verizon switch. 
However, in the eurrebuttal teetimony o f  Verizon witness Tucek and 
the supplemental response of the ALEC Coalition to Verizon's second 
set of interrogetories, both partiee acknowledge that this 
configuration ie not commercially available. 

ALEC Coalition witness Ankum opines that the cost of an 
unbundled loop should be baaed on an IDLC using the GR-303 
interface, inetead of the UDLC configuration aeeumed by ICM-PL. 
However, witness Ankum hae ignored the fact that no switch or NGDLC 
vendors have offered products with the functionality required to 
support a multi-carrier operation of a GR-303 interface. Further, 
we ehare Verizon witneee Tucek'e concern that witness Ankum'e claims 
about unbundled digitally derived loope from an IDLC are wrong and 
not technically feasible. Therefore, we conclude that the TELRfC of 
stand-alone unbundled loope ehould be baaed on the UDLC 
configuration assumed in Verizon's cost study filing. 

While we do not believe it is currently technically feasible to 
use IDLC with a GR-303 interface to unbundle stand-alone loops, we 
agree with Verizon witness Tucek that it is indeed poe8ible at 
preeent to uee 1DI.C facilitiae to provide a loop/port combination 
(i.e., a WE-PI. A W E  platform or WE-P ie typically a 
combination of a loop, local circuit ewitching and shared transport. 
Vsrizon witnama Trimble etatas that "Vsrizon Florida will provieion 
UNE-P in a manner rimilar t o  how it provieiono resale or i t o  own 
retail amtVicea.C Veriton witneee Tucek eta tes  that Verizon uses 
XDLC i n  it8 network " t o  provide rervices t o  i t 6  own end ueer 

cuetomers because those customers can be integrated €ion1 tlie I D 1 Z  
into the trunk-side of its ewitch and at a lower cost of providing 
service to the~n. Additionally, under cross-examinat ion witness 
'rucek affirms that if an ALEC was purchasing W E - P  €rum Verizon,  
Verizon "might use the IDLC facilities that It has in its network to 
provide the UNE-P. '' 

Conversely, we do not believe that the alternative 
configurations referred to by Verizon witness Trinlble on page 1 1 4  of 
his Exhibit 19 are forward-looking; therefore, the resulting TELRIC 
produced by ICM-FL would not reflect the forward-looking cost of 

- provisioning-telecommunicatione-services-out- of Verizon's Florida 
network. We believe Verizon is capable of provisioning a loop-port 
combination to an ALEC via an IDLC network configuration. A s  a 
result, the ALECs should be able to realize the efeiciency of IDLC 
technology. Witness Tucek affirms that it is poesible to modify 
ICM-FL to utilize IDLC in estimating c08t8; the T E L R I C  for the 2 -  
wire loop would fall by $1.39 to $21.55 per month. We cannot 
discern why, in the modeling of UNE-P. Verizon fails to t a k e  into 
account the use of any IDLC €acilities. Based on techniral 
feasibility and e€ficiency grounds, as set forth i n  the zecord, we 
f i n d  that Verizon should assume an IDI,C conf iyurat 1011 when 
calculating the rate €or a UNE-P. 

It appear8 to us -thae Verizon'e cost a t u d i e u  reflect ai1 

appropriate concentration ratio. We agree with witness Tucek t h a t  
the example proffered by ALEC Coalition witness Ankum on page 1 1 9 9  
of the transcript, in which witness Aukurn i n f e r s  t h a t  a n  
increaeingly higher concentration r a t i o  lowers the fiber based DLC 
coats per DSO, is based on the incorrect assumption Lhat the coat of 
the DLC remains the aame even though the number of end users served 
increases. Witness Tucek adds that a6 a result, the decreases in 
the  coat per voice grade channel shown on page 1199 of the 
transcript are misleading. On balance, we find that the 
concentration ratio modeled by ICM-FL is appropriate. 

Finally, we do not  endorse ALEC Coalition witnevs Ankuni's claim 
that Verizon's ICM-FL fails to take full advantage of the 
efficiencies o€ fiber €acilLtiee. Witnees Ankum bases h i e  cldiai 011 

the argument that (I) remote terminals (i.e., DLCe) ehould be placed 
closer t o  the  cuetomer; ( 2 )  ICM-FL'a use of eecondary S A 1 8  increasea 
the amount of copper uaed; and ( 3 )  ICM-FL alwaye assume8 that some 
portion of feeder ie copper even i f  the DLC is fiber-baaed. We 
believe that witness Ankum'e poaition that DLCe should be forced 
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further out into the network is at odds with hi8 complaint that ICM- 
FL models DLCs that are too small and underutilized, a8 well as with 
his criticism of Ver izon ' s  unbundled DS-1 study.  

Further, w e  f i n d  merit in witness Tucek's contention that "ICM- 
FL'a  use of secondary SAIs decreases the  uBe of copper and that in 
order  to overcome witness Ankum's objection, ICM-FL would have to 
place a DLC at the first SA1 that is modeled as one moves from the 
end m e r  towards the central.ofEice," Therefore, we believe that in 
tiit? context of DLC configuration, ICM-FL'e modeling of fiber 
facilities le reasoriable. 

Thus, we find that tlie appropriate aesumptione and lnpute to be 
used in the foxward-looking recurring UNE cost studies for digital 
loop c a r r i e r  coats  shall be the input valuee and aesumptions for 
digital loop carrier coat contained in Verizon witneee Tucek's 
testinroriy arid t h e  Varizon cost study; however, when calculating the 
rate for UNE-P, Verizon should aeeume an integrated DLC 
conf igiirat ion. 

VII(n1. ASSUMPTIONS AND INPUTS FOR TERMINAL COSTS IN UNE COST 
STUD1 ES 

tfere we consider the appropriate assumptions and inputs for 
terminal costs to be used in the forward-looking recurring UNE cost 
s t i i d i e s .  

When describing terminal coats, Verizon witness Tucek indicated 
t h a t  Verizon aseumeA one pedeetal for every four unite. AB an 
example, he etated that i €  there were 16 reeidential unite, there 
would be four  pedestals. 

Verizon's Loop Module i n  ICM-FL provides tlie following 
Information about t ermina l s :  

When drop wires are used, one distribution terminal is 
aaeumed for every four residential unite and for every 
four business units. A NJD is placed for each unit. 

When 2 5 -  or SO-pair entrance cables are used, a 25- or S O -  
pair building terminal is placed. The building terminal 
aerves as the NID. The number of building terminals is 
equal to the number of entrance cables in a demand unit. 
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In ita reeponsc to our etaff'e Interrogatory 71 concerning 
terminal costs, Verlzon refers the reader to the interoffice 
traneport module section and the algorithms in that section. The 
algorithms do contain a discueeion O €  SONET terminal equipment. 

BECIS ION 

Although the record is extremely limited on this iseue, we find 
that the aseumptione and i.nput8 for terminal costa proposed by 
Verizon are sppropriate and they ehsll be used in conjunction with 
our changes in all other applicable Sectionlr of t h i s  Order. 

V X I ( o )  . AS8UHPT 2 ON S AND I NPUTB FOR BWfTCHINa COBTS AND A S 80CIAm 
VARIABLEB IN UNP COBT STUDIO8 

Next, we determine the appropriate aeeumptions and lnputrr for 
switching coetn and aeeociatcd variable8 to be ueed in the forward- 
looking recurring UNE cost etudiee. 

The ICM-FL Switch Module ueee relevant state-epaclflc unit 
inveetment by component for each hoet and remote awitch in Varizon'e 
network. The ewitch module eetimatee investments for the following 
components: 

Line terminations - Line s i d e  ewitch connection that  
connects individual loops t o  the ewitching componcnte of 
Verizon's network. 

Analog, Coin, Integrated Services Digital Network 
Baeic Rate Interface (ISDN BRI), Integrated Services 
Digital Network Primary Rate Interface (ISDN PRI)  

Trunk terminations - Trunk aide connection that connect0 
the switching componente to other switchee. 

Digital DS-0 

Call setup and minutee of use (MOU) for the following call 
types : 

Line to Line (intraoEfice) 
Line to Trunk (originating from end office) 
Trunk to Line (terminating to end office) 
Trunk to Trunk (tandem office or hoet/remote) 
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Switched features Features that enhance end ueer calling 
capability auch as Cuetom Calling, CLASS, ISDN and 
CcntraNet [Centrexl . 
The module also uoes Switching Cost Information System (SCIS) 

and CoetMod to develop feature and function inveetmente for each 
ewitch and remote in Verizon's eervice area. SCIS was developed by 
Telcordia to model inveetments for featurea and functione of 
ewitching equipment purchased from Nortel and Lucent Technologies. 
The CoetMod on the other hand, is a Verizon proprietary model which 
is uoed to provide switch investments for Lucent/AGCS ewitching 
technology, specifically the OTD-5 awitch. Generally, both SCfS and 
CostMod calculate the material investment required for basic 
switching functions. This is done for each type of ewitch in 
Verizon's network based on office type, size and usage. These 
reeults are then included in the ICM. 

Depending on whether the SCIS/CostMod output is a 
termination/usage investment or a switched feature investment, one 
of two composite factors will be applied to determine loaded unit 
invaetmente. The loaded unit inveetment includee material vendor 
price, labor, and minor materiale required for inetallation. 
Additionally, compoeite factore are developed within the ICM-FL to 
convert switch material unit investments to loaded investmente. The 
composite factors are themselves made up of factors that are derived 
outside of the model. Composite factors may include an investment 
adjuetment factor (IAF) and 

. . . loading for EF&I [Engineered, Furnished, and 
Installed Factors], power, and teat investments. The 
factor for line or trunk terminations and ueage also 
accounts for melded vendor pricing of initial switch 
purchase8 and additions. 

Furthermore, 

Ill and and building expenses associated w i t h  switch 
inveetmente are captured in the Expense Module. The 
ewitch right-to-uee fees (RTU) are included in the 
SCIS/CostMod investment outputs. 

The outpute generated by the switch module are used to develop 
monthly coete for the following: 
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Line Terminatione 
Trunk Terminations 
Ports 
Switched Features 
End Office Switching 
Average Minutes of Use 
Originating Call Setup, Minutes of Use 
Terminating Call Setup, Minutes of llse 
Intraoffice Call Setup, Minutes of Use 
Switching - AMA Recording (Automatic Message 
Accounting) 
Tandem Switching 
Average Minutes of  Use 
Minutes of Uee, Call Setup. 

The ALEC Coalition a s a e r t s  that Verizon's ICM-FL cost mode1 
suffers from numerous "fatal flaws." Some of these "flaws" include 
Verizon'B uBe of a mix of switches, use of the GTD-5 in t h e  cast 
etudy, inappropriate weighting of discounts, and requiring ALECs to 
purchase features piecemeal. ALEC Coalition w i t n e s s  Ankum contends 
"that the ICM model ie an o l d  GTE model that has been put togetlier 
by GTE costs analyete and reflects a GTE coot I I I ? ~  meLhodcllc~gy end a 
v e r y  difeerent attitude towarde what- l y p e  of pL-ic11ig the). w t x r l d  I i h u  
to see for their unbundled network elements." 

Witness Ankum asserte that Veriton' B studies Inc1tide.d LuceibL, 
Nortel, and GTD-5 switches. The witness s c a t e s  thar there itl ' ' 7 5  
or 8 0  percent reliance scill on. . . an obsolete and archdic 8WAtCh 
architect lure] of the GTD5, which was formerly manufactured by GT6 
itself . . ."  Witness Ankum goee on to state that, r h i a  " .  . . 
explains why Verizon has a legacy of that particular outdated 
technology in its network." He contends, 

[tlhe GTD-5 is not Eorward looking leasc cost technology 
as required by t h e  FCC'e TELRIC pricing requirements. The 
GTD-5 is not used by Verizon elsewhere (other than in 
former GTE companies), nor ie t h e  switch used by any other 
large ILECs. It should not be included in the forward- 
looking, leaet cost ewitch technology m i x .  

In its post-hearing brief, the Coalition asserts that we recognized 
that very f a c t  in Order No. PSC-99-0068-FOF-TP, where w e  found t h a t  
GTD-5 switches were not forward-looking switching technology. As a 
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result, we required that the CTD-5 be excluded from switching cost 
calculations. Additionally, the Coalition states that 

Itlhe basis o€ the Commission's decision was that it was 
not likely that any carrier would purchase a GTD-5 on a 
forward looking basis. This is etill true. 

The Coalition acknowledges that Verizon etill purchaeee the GTD-S 
switch, but contends that i t  is only to enaure "compatibility with 
the GTD-5 host ewitches." 

The Coalition goes on to assert that Florida is not the only 
8tate to reject the GTD-5's suitability for TELRIC pricing. In 
support, witnesa Ankum paraphrases a Texas Public Utility Commission 
(TPUC)  order which made the following findings: 

T h e  niariufacturer of the GTD-5 i n  concentrating on 
providing support €unctions to maintaining[sic] the 
switches in operation. 

9 Except for ordering a remote switch to connect to an 
exieting GTD-5 host, GTE (now Verizon) would not buy 
a GTD-5 switch today, but would buy either a Lucent 
5ESS or a Nortel DMS series switch. 

The GTD-5 Rwitch is not included in GTE's five year 
investment planning horizon. 

The CTD-5 switch cannot eupport ISDN service 

In addition, Coalition wltneee Ankum etatee, "[tlhe Commieeion 
ehould recognize t h a t  the TPUC made this finding about e i x  yeare ago 

Uiat  it is fo r  ward-lookins now. " (emphasis added) 
- the 0 TD-5 was not f orward-lookins then, it i s  h ard to imaqine 

Moreover, the Coalition believes that Verizon 

, . . has inappropriately included the diecounts it 
receives €or growth linee. This has  skewed Verizon's 
analysis heavily toward the expensive facilities that are 
placed to accommodate growth. As a reeult, Verizon'e 
switch investments are greatly overstated. This i n  turn 
will c a u m  a significant overstatement in UNE switching 
r a t e s .  
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Wltneaa Ankum asserts that switching costa are bifurcated, and 
that discounts offered by vendore differ between when 8 ewitch ie 
initially placed into service and when growth additione are 
purchased. As a result, Verizon's inputs ehouid reflect cost6 for 
switches baaed on cutover linea only. Witneee Ankum further aaeerte 
that the appropriate aaeumptions should be baaed On a network which 
is "newly conatructed baaed an existing contracte - exieting linen 
must be valued at the cutover pricse ."  

In eupport of its poeition, the Coalition offers I 51.505(b) of 
the FCC'e pricing rules which provides: 

(b )  Total element long-run incremental coat. The total 
element long-run incremental cost of an element ie the 
forward-looking cost over the long run of the tota l  
quant i ty  of t h e  f a c i l i t i c e  and functione that are directly 
attributable to, ox reaeonably identifiable ae incremental 
to, such element, calculated taking a8 a given the 
incumbent LEC'a provision of other elements. (emphasie 
added by witnees) 

Citing 'I 605  of the FCC Local Competition Order, PCC 96-325, where 
the FCC adopted the 'scorched node" approach, witnees Ankum offere: 

We, therefore, conclude that the forward-looking pricing 
methodology for interconnection and unbundled network 
elements should be based on coete that assume that wire 
centers w i l l  be p laced  a t  the incumbent LEC'B current wire 
center locations, but that the reconetructed local network 
will employ the most efficient technology for reaeonably 
foreeeeable capacity requirements. (emphasie added by 
wit nee e) 

Additionally, the Coalition witneee cite8 to a U.S. Dietrict Court 
decision in which it held that the larger cut-over discounte are 
appropriate under the TELRIC methodology. Furthermore, the 
Coalition contcnde in its brief that the FCC has ruled,  

Itlhe model platform w e  adopted ie intended to UBO the 
moet coet-effective, forward-looking technology available 
at a particular period in time. The inatallation costa of 
switches eatlmated above reflect the most cost-effective 
forward-looking technology for meeting induetry 
performance requiremente. Switches, augmented by 
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upgrades, may provide carriero the ability to provide 
supported eervicea, but do so at greater coste. ThereLore, 
euch augmented switches do not constitute coat-effective 
forward-looking technology. 

The Coalition aeeerts in its brief that i f  we reject the "ecorched 
node" methodology, *the Conunieeion should adjust Verizon's approach 
to reflect a more appropriate weighting of the cutover and growth 
linea." Wltneee Ankum propoeee that the appropriate weighting 
calculation can be derived by using the following formula: 

vel- lineelt PV(GP x number of qrowth lined 
eum of cutover and growth lines where, 
(CPI-  Cutovcr Price 
(GP)- Growth Price 

Exhibit 6, AHA-3, providea calculations for determining the 
weighting of growth and cutover lines u d n g  thie method. By ueing 
the formula above, witness Ankum states "ltlhe reeult is a weighting 
of 72% cutover line diecount and 2 0 %  growth line discount." 

The Coalition goes on to aaaert that Verizon'e coots are 
inflated and ignore ewitch xeeources to run features that are 
already part: of the switch. Witness Ankum contend8 that feature 
coete are  more appropriately included in monthly port chargee. 
Believing that this ie more appropriate, he asserts that, 

. . . moet of the feature costs are non-traffic sensitive 
coets and as euch are moet efficiently recovered on a non- 
measured baeie. In any event, Verizon typically recovers 
its feature costs in either the monthly chargee for the 
unbundled port or in the per-minute of use charges for 
unbundled switching. 

Witneee Ankum arguee that other jurisdictione have also found "the 
cost for e l 1  f e a t u r e s  is included in either the port or the per-  
minute of uae charges 80 that the CLEC can oEfer the entire bundle 
of fea turea  to itn customere without incremental charges for 
individual featuree." While he aeaerte thie practice rcmaine true 
for 6812, BellSouth and others, witntee Ankum notea that Verizon 
propoqis offering ewitch feature on an B la carte baeie. 
Furthormorc, 

lwlhen Verizon purchases a switch it purchases the 
hardware and the associated hardware needed to provide  the 
needed switching and featuree functions. The costa 
incurred by Verizon for a ewitch are for the hardware and 
for  the right to use fees for software. 

The witness goes on to state, 

ftlhe coat of switch features 1 8  intertwined i a i  the fabric 
of the switch software and i e  most efficiently recovered 
in the monthly port charges. AY noted, chere are liLtle or 
no usaye related costs aseociaLed with features. 

Witness A n k u m  contends tha t  the price etniclui-e  t11d.l Vel ~ Z O I I  

has  proposed i s  contrary to Verizon's underlying cost s t r u c t u r e .  
The Coalition asserts that "ltlhe proposal is highly anticonipetitive 
and is contrary to TELRIC principalo[sic) and must be rejected." 
The Coalition propoees the following action: 

The Commission ehould order Verizon to j n c l ~ i d e  a l l  
fearuree in the monthly port coats. 

The C o m m i e s i o r i  ehould rejecc V e r l z o r i ' u  keclture rateu 
altogether and adopt switch rcltce no higher than 
those j u e t  recenLly adopced by the Conwniesion €or 
BellSouth. 

The Coalition asserts in ita brief and i n  the testimony It 
proffered, that because Verizon is the largest ILEC in the country, 
it should be in a position to obtain switchlng facilities at coste 
no greater than what BellSouth incurs. The Coalition atates that 
Verizon's proposed price structure "can only be construed as 
deliberately anricompetitive." Far the reasons stated above, t h e  
Coalition believes that  Verizon's propoeed switching chargee fall 
TELRIC standards. 

Veri2011 aeserte that Ita ICM-FL "models switchlng costs based 
upon the forward-looking digital switches Verizon deploys throughout 
it8 network." According to Verizon witness Tucek, ICM-FL eecimates 
the forward-looking costa of provisioning service out of V e t i z o n ' s  
network in Florida, Furthermore, Verizon contends that 
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3CM-FL properly assumee, in accordance with TELRIC, that 
exieting wire center location8 and hoet/remote 
relationehips remain unchanged. Coneiatent with the FCC'B 
r u l e s ,  Verizon defines local circuit switching to include 
all the necessary facilities and functions required to 
connect end-user loops to a switch card and to facilitate 
the switching of calla to their proper destination.' This 
definition necessarily includee switch feature coete, 
which are neceasary to provision enhanced vertical 
offerirtge, Veri zon dl80 proposes TELRIC-based UNE rates 
for uiibundled tandem switching. 

Wittieas Tucek state9 that, 

. . . ICM-FL designs the network all at once, using 
currently available, Eorward-looking technology and the 
price8 for labor,  material and equipment that Verizon ia 
actually a b l e  to obtain. The network is modeled so that it 
is capable of serving one hundred percent of current 
demand, and i ts  components include all the network 
elemente Verizon is required to unbundle (e.g., loops, 
switches, transport) . 
Verizon's argument is centered around three main poirite: 

1. Verizon's cost studies assume the deployment of 
forward - 1 ook i ng technology . 
2. Verizon assumes an appropriate mix of new and growth 
discounts. 

3. Switching feature costs should not be recovered through 
monthly recurring chargee and should only be assessed on 
a per feature basis. 

Witness Tucek argues that GTD-5 ewitches continue to be 
purchased by Veriton and that it has no plans to replace the GTD-5s. 
He contends that Verizon has purchased GTD-5s as late as 2001 and 
has plans to purchase additional GTD-5 awitches in 2002. Witness 
Tucek asserts  that Verizon "will provision UNEs out of a network in 
Florida that contains GTD-5s in the vast majority of its wire 
centers because it is economically efficient to do so." 

In i t a  post-hearing brief, Verizon claims that ALEC Coalition 
witneea Ankum'e "criticisme" regarding QTD-5 modeling in the ICM-PL 
are "ba~elese.~ Witnesa Tucek aertrtcl that the  GTD-5 owitchar 
"continue to be marketed and supported by t h e i r  manufacturer (AOCS) , 
and that Verizon continues to buy line additions and rtmOtem.m 
Additionally, witneee Tucek contendo that tho ALEC Coalition has 
mieinterprttcd our finding in Docket No. 980696-TP, Ordtr No. PSC- 
99-0068-FOC-TP. Witness Tucak claime that although we did exclude 
the GTD-5 ewitch in that prooetding, i t  was because w e  "did not feel  
it wae representative of costa that would be suitable for generic 
costs in the USF docket." Verizon asserte that we "never determined 
that the QTD-5 switch wan not repreeentative of Verizon'e coat8 - -  
the only costs that are at i66Ue in thin proceeding." 

In its second argument, Verizon witneee Tucek aeserte that it 
ha8 properly assumed an appropriate mix of new and growth discounto. 
The coets modeled by' ICM-FL "are baeed on the price6 Verixon paye 
for initial ewitch plactmentrr and expansion." Witness Tucak 
statee,"tthie is accompliehed through the uBe of a diecount factor 
in the SCIS and CoetMod rune that reflects the initial ewitch 
pricing, and an investment adjustment factor ("IAF") that reflects 
the pricing of additions." 

Additionally, 

. . . diecounta were computed . , . based on the total 
modeled switching costs and on the ewitch coats resulting 
from the vendor quotes and the Nortel contract fo r  initial 
ewitch purchases. Finally, weighted averages Q €  these 
discounts acroes the cluster sizes were calculated. These 
weighted averages are the discount inputs used in SCIS and 
CostMod runs for each Verizon Florida wire center. 

Witness Tucek contends that "[tlhe use OE the I A F  produces a blended 
switch coat that appropriately reflects the pricing for both initial 
ewitch pUrCha6e8 and line additions." 

Verizon dieputes witnees Ankum's uBe of cutover l i n e a  a0 
oppoeed to growth lines, calling it "unrealistic.' Beeidem, Verizon 
witneee Tucek claims that ueing thie approach producee a network 
severed from reality, something which according to Verizon hae bean 
rejected on numeroue occaeions by the FCC and the courts. In 
support of its position, Verizon o f f e r s  the following: 
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[flor example, in approving SBC'e Kaneas and Oklahoma 
Section 271 applicatione, the PCC rejected the ALECe' 
claim that SBC'e coete should have reflected significant 
diecounto aaeociated with now ewitchee.. The FCC instead 
relied on the diecounte in SBC'e current contracts (which 
reflect primarily add-on ewitch equipment) in determining 
the UNE ewitching rate.' Moreover, in upholding the FCC'e 
approval of Bell AtlantiC'B New York Section 271 
application, the D.C. Circuit rejected the ALECs' switch 
diecount argument on similar grounds.' 

Verizon aseerte that the FCC and the courts recognize that ILECe 
should uat a mix of new switches and growth additions. 

Verizon argues that "switch featuree are usage sensitive and 
should be modeled as suchl" as opposed to being solely non-traffic 
eensitive as witness Ankum has alleged. Switch feature costs are 
derived from (1) the software right-to-use [RTU) fees, ( 2 )  special 
hardware, and ( 3 )  the processor time used to activate the features. 
Although the switchee' software component8 are no t  usage-aensitive, 
the other coete are. 

Verizon contends that ewitch feature costs should also be 
recovered on an a Is carte basis. Recovering costs on thie basis 
allowe Vcrizon to charge .an ALEC only for what it uees. Verizon 
notes that eeveral states have adopted thie approach. Additionally, 
the feature-epecific rates  that Verizon ie proposing *are baaed on 
each feature'o TELRIC plue a reasonable allocation of Verizan's 
common coete:' Verizon go00 on, stating that "ALECs ehould not be 
required to pay for eome of the more costly e w i t c h  features unless 
they actually cause &hose costs to be incurred." 

nECTSION 

A.  FTD-S 

We believe that verizon's inputs and aesumptlons, as they 
relate to ewitching costa and associated variables, are 
generally reasonable, Verizon's ICM Switch Module iieee four ( 4 )  
digital owitch types, including the Lucent SESS, Lucent/h0C3 QTD-5, 

Nortel DMS-IO, and Nortel DMS-100. T h e  argiiriienL iii ilrie iyai i t :  

centers around the GTD-5 switch. Lacking any record t o  tlle conLrar-y,  
we assume that there i a  no point of contention wrth the SESS, DMS- 
10, or DMS-100 switches being forward-looking, least-coet 
technolagiea. A s  such, we find that they are properly included in 
the switching cost etudy. 

In addressing this issue, we look to 47 C.F.R. § 5 1 . 5 0 5 ( b )  (11, 
which states, 

(11 Elficient Network Configuration. Ttie t o t a l  elemenL 
long-run incremental COSC of an elemeirt should be meaaured 
based on the use of the moet efficient telecommunications 
technology currently available and t h e  lowest cost network 
configuration, given the exietiny location of the 
incumbents wire centers. 

Verizon contends that each of the switches listed above i s  f o i w a r d -  
looking, exists in its current network, and will continue to be 
supported in the f u t u r e .  We found nothing in the record to suggest 
that a contradictory situation exists. Verizon last deployed a GTD- 
5 switch in December 2000, and purchaeed l ine  additione for i t s  GTD- 
5s as recently as April  2002. In s imi lar  €aehion, Vcrizon l a s t  
deployed a DMS-100 switch in August 1992 and a 5ESS switch i n  
November 1994. 

Verizon witness Tucek s t a t e s  t h a t  Verizcm, "will piov ie io i i  llNEtl 
out of a network in Florida that contains GTD-5s i n  the vaaL 
majority a€ i t s  wire centera because i t  ie economlcally eE€iclerit to 
do so." We note that Verizon has 6 8  switchee in Florida, iioL 
including the REMGTD-5 (133 in Florida) , of whlch 61 (69.3%) are 
GTD-5 switches. According to Verizon witness Tucek, the GI'D-5 
awitch is also present in 72 of Verizon's 90 wire centers within 
this state. Verizon's CTD-5 switchee serve 1,430,944 linea i n  
Florida, while the 5ESS and DMS-100 switches serve 540,091 and 
80,794 lines respectively. In addition, we note that where Verizon 
has switches that are not one of the types listed above, they have 
not been included in the switching module. Instead, where a switch 
e x j e t s  that is not one of those li13tc.d above €or a given location, 
Verizon aaw1iriea that 0110 ol' the ewitcti typoe l i e ~ a t l  t4hCJVa ham tmcn 
substituted in i t a  place. 

'Knnmar-oklmhoma 1271  Ordar a t  177.  

'See ATLT Corp. v. Federal Comnunicstione Commiseion. 220 P . 3 d  607 ,  6 1 7 -  
l e .  1D.C. c ir .  aooo).  

ALEC Coalition witneee Ankum would have UB believe that becarrue 
Verizon is the only ILEC to use the GTD-5 switch, and becauee he 
believes the awitch to be "obsolete and archaic,* the switch and the 



. 
ORDER NO. PSC-02-1574-FOF-TP 
DOCKET NO. 9906498-TP 
PAGE 143 

ORDER NO. PSC-02-1574-FOF-TP 
DOCKET NO. 990649B-TP 
PAGE 144 

corresponding switching costa are not TELRIC compliant. He bolsters 
his position by stating that the GTD-5 switch ". I . is not used by 
Verizon elsewhere (other t h a n  in former GTE companies), nor is the 
switch used by any other I L E C s . "  Although we acknowledge that the 
record indicates that the GTD-5 switch is not used by any other 
I L E C ,  we do not agree with the Coalition's aesertion that the GTD- 
5 ' e  inclusion in Verizon'e cost study v i o l a t e s  TELRIC principles. 
The € a c t  that V e r i z o n  does not use the GTD-5 switch in areas other 
than former GTE territories, and that no other IL,ECe use the GTD-5 
switch, are not indicative, in and of themselves, of a non-TELRIC 
compliant switch cost study. 

Furthermore, the Coalition's assertion that we found that the 
GTD-5 ewitch nwaa not Lorward-looking technology" in Order No. PSC- 
99-0068-FOC-TP needs to be put in context, Verizon witnese Tucek 
agreca that t h e  Order excluded the GTD-5 switch, but adde that it 
was because we "did not feel it was representative of coste that 
would be euitable for generic coste in the USF docket." Verizon 
witness Tucek's belief that we "never determined that the GTD-5 
switch was not representative of Verizon'a costs - the only costs 
that are at issue in this proceeding" is correct. What 
differentiates between the USF docket and the present proceeding is 
that the USF docket was a generic proceeding where the outcome was 
applicable to every ILEC. In the current proceeding, the decieion 
from the Verlzori t r a c k  w i l l  be applicable to Verizon a lone .  

Verizon's assuieptioiis arid iriputs as they relate to the GTD-5 
and other switches included in its switching model appear to be 
reasonable, and are indicative of a forward-looking, TELRIC 
compliant cost study. Although the GTD-5 may not be a forward- 
looking technology Lor other LECs, based on the record here we 
believe that the G T D - 5  appears to be a foxward-looking, economically 
e f E icl ent t eclinology for Veri zon- Florida. Veri zon has indicated 
throughout the record that it intends to purchase additional GTD-5 
switches, albeit as remotes, and has no plans to diacontinue the use 
of the GTD-5 in its network. The ALEC Coalition admite the same, 
but adds that  Verizon ie only doing so to ensure host ewitch 
compatibility. Ae euch, we believe the inclueion of t h e  GTD-5 
switch i n  the determination of ewitch costs does not appear to 
violate TELRIC. 

8 .  PROPER MIX OF OLD AND NEW DISCOUNTS 

The ALEC Coalition makes a eupportable argument that switch 
vendor contracts have a bifurcated price/discount structure. Such 

contracts generally have different prices that apply for facilities 
when a switch is initially placed a6 opposed to when a ewitch ie 
augmented to accommodate growth. We note that both partice appear 
to acknowledge and accept that difference8 exist between diecounte 
for new and growth awitch placement. Verizon witnces Tucek stater 
that the coats modeled by ICM-FL, "arc based on the pricea which 
Verizon pays for initial ewitch placementa and expansion." He goes 
on to atate, "[this is accompliehed through the uae of a discount 
factor in the SCIS and CoetMod runs that reflects the initial switch 
pricing, and an investment adjustment factor ("IAF") that reflecte 
the pricing of additions." Witness Tucek states that "Itlhe output8 
of SCIS and CostMod, which only reflect the initial ewitch pricing, 
are multiplied by this factor [ I A F ]  to produce a blended ewitch cost 
that rcflecte the pricing Eor both initial ewitch purchaeee and for 
line additions." 

However, we dieagree with Coalition witnees Ankum' e reliance on 
cutover switches alone aa the proper couree i n  determining switch 
costs in the model. We believe that using only cutover lines 
creates a pricing situation which is *unrealistic" and "severed from 
reality." In a footnote to it8 post-hearing brief Verizon contends 
that ". , . Ilr. Ankum's propoeal to calculate ewitch price8 based on 
predominately new switches ie juet  a red herring." Verizon 
correctly aeeerts that "the FCC and the court6 thus acknowledge that 
TELRIC recognizea that XLECs will use a mixture of new switchee and 
growth additions." As B U C ~ ,  the appropriate mix of the new and 
growth diecounts appears to be the real crux of the parties 
arguments herein. 

Witness Ankum's alternate proposal, while retreating from 
relying on cutover diecounts alone, continuee to place substantial 
weight on new diecounte. He asserts that an "appropriate 
weighing[aic) of cutover and discount lines" can be derived by using 
a formula which he provides in his testimony. Using that formula, 
the witness' diecount propoaal indicate8 a weighting of 724 cutover 
(new) line discount and 282 growth (expansion) line diecount. In 
comparison, in Docket No. 990649A-TP, we found that a mix of 459 new 
and 552  growth diecount to be appropriate for  BellSouth. Order No. 
PSC-O1-1181-FOC-TP, p.242. 

Verizon' s blended switch costs are appropriate and have been 
well documented l n  its filing. In f a c t ,  witnc8s Tucak goes 80 f a r  
as to state that "ICM-FL'e IAF input i8 very eimilar to Dr. Ankum'e 
proposal." A t  the eame time, the Verizon witnees adde that witneere 
Ankum's proposal w e e  different terminology and also includes the 
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total material cost of the switch. He does add, however, that the 
I A F  used in ICM-FL ' '+ . . produces a lower eetimate of switching 
costa than doea Dr. Ankum'a formula." One of the differences 
Includes Verizon's IAF using a six-year time frame, instead of Dr. 
Ankum'6 U8@ of an 18-year ewitch life, according to witneee Tucek.  
Secondly, witnees Tucek states the coat of the additions used in the  
IAF,  

. . . does not include all of the additional vendor 
equipment that would be needed over the life of the 
switch. The development of the IAF input excludee such 
items as additional host/remote links, software and 
processor upgrades, or additional network paths. Including 
these items over the life of the switch would again result 
in a higher IAF input and higher modeled switching costa. 

C. 

The ALEC Coalition also asserts that Verizon'a proposed feature 
costs are "artificially inElated" and should be summarily rejected. 
Coalition witness Ankum argues that the cost of switch features 
ehould be recovered through monthly port charges and state6 that 
"there are little or no usage related costa aeeociated with 
features." As auch, the Coalition purports that aJJ features should 
be included in the monthly port costa. Alternatively, the Coalition 
proposee that ehould we not agree, we ehould adopt switching rates 
no higher than those approved In Docket No. 990649A-TP (BellSouth 
Phase). 

In support, the Coalition witness contends that "Verizon is t h e  
largeet ILEC in the country and must be able to avail iteelf OE  
switching facilities at costa no higher than those incurred by 
BellSouth." Although it appears on the surface that this argument 
makes aenae, it fail6 to reconcile contractual differences that may 
e x i s t  among the partiee and their preferred vendors. Witnees Ankum 
aeeertr that including feature costs in the monthly port chargee is 
proper bacauee other juriedictions have agreed to eimilar coeting. 
In etatee where this has been done, witness Ankum etatee that "the 
coat for all features is included in either the port or the per 
minute of uee chargee ao that: the CLEC can offer the  entire bundle 
of featuras to ite customera without incremental charges for 
individual featureo." AB an example, the witness offere that this 
practice Is followed by SBC, BellSouth, and Qweet. Conversely, 
Verizon offere that eeveral states have also adopted a la carte 
feature pricing. Witnese Trimble aeeerte that California, North 

ORDER NO. PSC-02-1574-FOF-TP # 

DOCKET NO. 9906498-TP 
PAGE 146 

Carolina, and Oregon have all previously adopted a la c d i C e  fedLuie 
rates for former GTE companies. 

ALEC Coalition witness Ankum's proposal regarding f ea tures  
focuses on what appears to be a "cost-shifting" approach. Under 
witness Ankum's proposal, a customer will s h a r e  in the recovery of 
the costs of features whether they use t h e m  or not. This would 
occur if done on a port by port basis, or through the inclusion of 
per minute chargee. A s  one might expect,  this scenario p r o v i d e s  an 
opportunity for  some consumers to pay too little and still others to 
pay too much. 

In furtherance of their position, the Coalition of€ers  several 
cites to the FCC's Local Competition Order (FCC 96-325) to 
illustrate that feature costs have been included in port  cha rges .  
Paragraph 410 of the Order etates, "[ala discussed below, we 
identify a local switching element that includes the basic function 
of connecting lines and trunks as well as vertical switching 
features, such as custom calling and CLASS features.'' Additionally, 
the Coalition offers, 

412. We define the local switching element to enconipdas 
line-aide and trunk-side facilities plus the features, 
functions, and capabilities of the switch. The line-side 
facilities include the connection between a loop 
termination at, for  example, a main dis~ribution fraiiie 
(MDF), and a switch line card. Trunk-aide  tacilities 
include t h e  connection between, for example, trunk 
termination at a trunk-side cross-connect panel and a 
trunk card. The "features, functions, and capabilities" of 
the local switch include the basic switching function of 
connecting linea to lines, lines to trunks, trunks to 
lines, trunks to trunks. It also includes the aame basic 
capabilities that are available to the incumbent LEC's 
cuetomers, such ae a telephone number, directory listing, 
dial tone, signaling, and access to 911, operator 
services, and directory assisrance. In addition, the local 
switching element includes all vertical features that the 
switch is capable of providing, including custom calling, 
CLASS featuree, and Centrex, as well as any technically 
Zeasible customized routing fiinct ions. Thus, when a 
requesting carrier purchaees the unbundled local switching 
element, It obtains all switching features in a single 
element on a per-line baeis. A requesting carrier will 
deploy individual vertical features on i t e  customerel 
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lines by designating, v i a  an electronic ordering 
interface, which features the incumbent LEC is to activate 
for particular customer lines. 

FCC 9 6 - 3 2 5 ,  1 4 1 2 .  

And, 

4 1 4 .  A t  t h i s  t i m e  w e  decline to require f u r t h e r  unbundling 
of the local swftch irlto a basic switching element and 
independent v e r t i c a l  feature elements. (emphasis by 
witness) Such unbundling does not appear to be neceseary 
to promote local competition. Indeed, most potential local 
competitors do not recommend that vertical switching 
featurea be available a0 separate network elemente. MCI, 
AT&T ttnd LDDS helieve that euch faaturee should  be 
available to new entrants LIR part O C  the local ewitching 
element. We also note t l lat  additional unbundling of the 
local switching would not result in a practical difference 
in the way the local switching element is provisioned. AB 
discuesed below, when a competing provider orders t h e  
unbundled basic switching element for a particular 
customer line, i t  will designate which vertical featuree 
should be activated by the incumbent LEC for that line. In 
addition, the record indicates that the incremental costs 
associated with vertical switching features on a per-line 
basis may be quite small, and may not justi€y the 
administrative difficulty for the incumbent LEC or the 
arbitrator to determine a price Eor each vertical element. 
T h u s ,  statea can investigate, in arbitration or other 
proceedings, whether vertical switching features should be 
made available as separate network elemente. We will 
continue to review and revise our rules in this area B R  
neceeeary. 

FCC 9 6 - 3 2 5 ,  1 4 1 4 .  

While the passages provided by the Coalition do appear to support 
their argument i n  thie proceeding, the FCC did address Verizon'a 
position, albeit brieEly, in Paragraph 414. As emphasized above, 
the FCC specifically recognizes that the "eoeta associated with 
vertical switching features . . . may not justiEy the administrative 
diE€iculty for the incrrmbent LEC or the arbitrator to determine a 
price €or each vertical element." However, the FCC authorized that 
s t a t e s  may ' I ,  , . investigate, in arbitration or other proceedings, 

whether vertical switching features should be made available a8 
separate network elements." 

Verizon witness Trimble aseerte that feature coete are more 
appropriately recovered on a per feature b a s i s  and not included in 
port charges. In eupport, witnese Trimble suggeete that the 
Coalition'e proposal " . . . completely ignores the fact that: 
different end were  deeire to u a t  different ewitch featurea, that 
the underlying coete for individual features vary dramatically, and 
that end ueera add and delete featuree as they desire." On the 
other hand, he contende, "Verizonlm more reaepnable rata propoeal is 
based on i t a  coets filed in thie proceeding, the knowledge that  end 
uoers have differing preferences, and that the Company has the right 
to recover the costs involved i n  the provision of ewitch features t o  
ALECa . " 

Witness Tucek aeserts that, 

[fleature costa arise from three mourcea: (1) the r i g h t -  
to-uee fees for epecific feature packagee; (21 special 
hardware, such ae conference circuits, that eome features 
require; and (3) the proceeeor time utilized by feature 
activation. For example, only a port that correeponde to 
a Centrex customer can access Centrex features, and only 
ISDN lines can acceee ISDN features. Coneequently, 
Verizon'e feature costs will depend both on the number and 
typee of features that end-ueers eubscribe too. I f  access 
to all featurea is eold to ALECe on a flat-rata baale, 
then from their perspective the featuree have been 
provided at zero on the price margin. It is reaaonable to 
a8eume that ALECs purchaeing such port8 will offer the 
features at low or zero cost to end users in order to 
diIfertntiate their eervicca. The aucceea of the ALECo' 
marketing tfLorte will consequently determine the actual 
demand on the switch proceeaor from fcaturs usage -- i f  i t  
lncreaece enough, it may well be that a larger procsosor 
m e t  be installed or that multiple switches will have to 
be placed. 

Witness Trimble contends that witness Ankum's analogy, in which he 
compares individual switch features to a restaurant selling french 
fries individually ae opposed to by the plate, "fails" fox aeveral 
reasons. Witnese Trimble states, 
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First, one would expect the cost of each fry to be the 
aama; that ie not  true for switch features, which vary in 
m e t .  Second, the restaurant would know the cost of a 
plate of french fries, and that coat would not vary from 
customer to customer--unlike an end user 's  consumption of 
ewltch featuree. Third, customers are not likely to  
return one french fry and order a difterent french fry or 
request a refund, as consumere of switch feature8 might 
well do. 

Ae an alternative, witneee Trlmble offere whgt he considers to be a 
"more appropriate reatauratit analogy." He states, 

[ilnetead of selling bottles of wine for varying prices 
that reflect their underlying costs, a restaurant decides 
to determine the average "per-customer" cost of the wine 
that it currently sells and offers wine to all customers 
at that fixed amount (whether or no t  they actually consume 
any wine). My guess ia that the overall cost structure of 
the restaurant will dramatically increaee, since the 
number of customers drinking wine will increase and all 
customers are likely to enhance the quality OE  the wine 
they order. Dr. Ankum'e propoaal is definitely not 
consistent with cost cauaation. 

Additionally, witnese Tucek states that, "to claim that feature 
coats are mostly non-traffic aensitive ignores the costa arising 
from epecialized hardware and from proceaeor usage, ae well a8 the 
impact of ALEC pricing to their own end users, on t h e  demand placed 
on Verizon's ewitch resources." Based on the record, we agree. 

Verizon'a a la carte  proposal 1s reasonable and defensible as 
established in the record in this proceeding. However, w e  a160 
believea t h a t  there ere alternate rate structures for feature c o s t s  
that are also reasonable. We investigated, through diacovery, the 
poasibility of uaing feature packages, or in the alternatlve, 
recovering feature costa by including them in port chargee or local 
ewitching chargee. Ueing feature packages, lower cost feature8 (a8 
identified in the price l i e t )  could be grouped together. Other, 
more expensive features, would be eeparated out and made available 
for individual purchase. While the Coalition propoeed including 
feature coete with port chargee, it did not propose any speci€ic 
rates in t h i e  iesue. They did recommend, however, that rates for 
Verizon ahould be no more than what we approved for BellSouth in 
Docket No. 990649A-TP. 

There 1s not a record to justify a Einding other tl iari Verizoi i ' s  
a la c a r t e  psoposal. We note that there is nothing i n  the record 
which indicates that Verizon'e proposed feature-specific costa are 
incorrect. Instead, the arguments center around the recovery methods 
for such costs and Verizon'a cost model itself. During diacovery, 
our staff asked Verizon to "(pllease identify the 15 switch features 
ordered moat often by ALECs in Florida." Ultimately, we were told 
that Verizon does not track such data as i t  w a \ i l d  require a special 
study. 

We also asked Veiizon during d i s c o v e r y ,  " I i l f  t h i s  C ' U I I I I I I I ? I U I O I ~  w c t e  
to reject Verizan'a a Id cdrte proposal, dues V e t  izori k n o w  by r l i a t  
amount poi-t iates or per MOW use rates (or p c ) s s i h l y  L ~ Y  a separate 
rate element) would need to be increased?" Vel-12on einiply responded, 
"no. * 

Although we believe Verizon's proposal correctly tiacke cost 
cauaation, we recognize that it may complicate the ordering process. 
A consumer should pay for what ia used, or can be traced to the cost 
causer. It appears that Verizon's a la carte proposal provides a 
means for doing just that, However, we are concerned that by 
implementing an a la c a r t e  pricing arrangement, Verizon's or-der-inq 
procesdes may become too cumbersome and t 1ti1e-consu1ii1iig, or t c l o  
confusing for those placing the orders. 

D. BENCHMARKING 

Although it helpful to look to other atate conimisoioriu' 
decisions as a means of gauging the rcasoriableneas and fairness of 
the parties' proposed rates in a docker such as t h i s ,  we do riot 
accept those decisions a8 dispoeitive in this proceeding. A recenl 
FCC order s t a t e s :  

. . . w e  review each iesue on its own merlts, rather than 
engaging in any bench marking or other state comparisons. 
Although such bench marklng is advocated . . . ,  our 
analysis i s  complete i f  it reveals that there are no basic 
TELRIC violation8 or clear errors on substantla1 fac tua l  
matters, and we do not proceed further t o  determine TELRIC 
compliance on the basie of comparisons with other etates 
. . . To do ocherwiae would put the Cotmission i n  the 
position of eatabliahiilg benchmark ratee €or the riation on 
the basis of the f e w  states where the Commisslon, thus 
€ar, has found state commissions to apply TELRIC 
correctly. We see no reason to do this as it undermines 
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the importance of atate-specific, independent annlyeie of 
ratee for UNE. The Act contemplates the etates 
independently setting ratee baaed on federally established 
guidelihee. It is important to recognize both that coete  
may vary between states and that state comrniseione may 
reach difEerent reasonable decisions on matters in diepute 
while correctly applying TELRIC principles. 

GA/LA 271 proceeding, FCC 02-147, 1 24. Moreover, the FCC goes on 
to etate, " [ a ] e  we have previously recognized, eeparate, reaeonable 
applications of TELRIC principles can produce a range of ratee." Id. 
at f 25. 

In the current proceeding the ALEC Coalition, through witneee 
Ariktim, purports that because other states have found that the GTD-5 
swl tch is not "forward-looking" and should be excluded from 
awltching cost calculatione, that WF must do the same. In addition, 
the wittieen goem on to aeeert that becauec eevcral etate commissione 
have required that f e a t u r e  coste be included i n  port charges, w e  
should  follow suit. We find little merit in either argument. 

111 tlie a l t e r n a t i v e ,  Verizorr witness Trimble states, 

As the Commiaeion hae recognized, UNE ratee are suppoeed 
to be company-specific, which means, in this caee, baaed 
on the costs Verizan will incur in providing UNEs in 
Florida with its network. The ra tee  of other companies 
(regardlese o€ the state in which they operate) are 
obviously not based on Verizon's coste. The Commiaeion 
need not (and, indeed, cannot) look to other juriedictions 
or use proxies to set Verizon's rates. f t  need only 
careful ly  review Verizon's coats, ae presented in 
Verizon's cost  study filed in this case. 

Furthermore he asserts, 

Coneideration of rates from other e t a t e e  is not, in any 
event, a responsible basis for ratesettingIaic1. It ie 
very dangerous to coneider these other ratee without a 
complete underetariding of the context in which they were 
adopted, including, Eor example, the inquiry into whether 
the raPes were properly based on forward-looking pricing 
rules or political or other considerations; and whether 
UNE ratesetting was accomplished with other objectives. 

Qiven the FCC'e etatemcnte and the record in this proceeding, 
it appeare that the FCC appears gives a great deal of deference to 
state commiesione operating independently to establish state- 
specific ratea u e h g  federal guidelinee. Additionally, the FCC 
recognizes, and allows for, differences in the ratee and dccieions 
from etate to state as long a8 TELRIC principlee are applied 
correctly. We believe we have done BO i n  tho current proceeding. 

Thus, the appropriate assumptions and inputs for rwitching 
coste and aaeociated variables to be uaed in the forward-looking 
recurring UNE cost etudiee are thoec propored by Vcrlzon, 
incorporating our change8 i n  all other applicable sectiona of th ir  
Order. 

ION9 AND INPUTS FOR TRA FFIC DATA IN UHO C08T VI1 (PI . 8SSVrtPT 
BTUDIM 

We now decide the appropriate aeeumptione and input8 for 
trafLic data to be ueed in the forward-looking recurring UNE coet 
studiee. 

Verizon etates that it assumes that the traffic data euch a8 
minutes of uae or call attempts reflect actual traffic level8 for 
the switches in Verizon Florida'a network, a~ well LIB the usage 
levels of the end-uaers served by the ALECa. The traffic data are 
epecific to Verizon Florida wire eentere and were taken from the 
Traffic Seneitive Forecaet (TSF) system which la uaed to collect 
traffic and ueagc data for each switch. No other partlee took a 
position on this issue, and we accept the aeaumptione and inputa 
used by Verizon fo r  traffic d a t a .  

Here we decide the appropriate assumptione and input8 for 
eignaling eystem coats to be ueed In the forward-looking recurring 
UNE coat studiee. 

Signaling Syetem 7 (557)  networke include eignaling link8 that 
tranemlt signaling information in packets, from a local ewltch to a 
signaling tranefer point (STP) , which ie a high capacity switch. 
Signaling links transmit routing meeeagca between ewitches, and 
between ewitches and call-related databases. Order FCC 99-238, CC DN 
9 6 - 9 8 ,  13.90, footnote 746. 
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Verizon witneea Tucek deecribes the SS7 Module in Verizon' e 
cost mode 1 : 

The SB7 Module calculates the inveetments needed fo r  a 
etand-alone signaling network. This signaling network, via 
connections at end o f f i c e  and tandem ewitchee, governe t h e  
operation of the switched telephone network by setting up 
calls and ensuring efficient utilization of facilities. 

He notee that "[tlhe SS7 neiwork modeled by ICM-FL is based on the 
actual locatione of the Service Control Point s  and Signal Transfer 
Points within Verizon's nationwide SS7 network. 

No other party addressed this issue in testimony. The ALEC 
Coalition, Z-Tel, and COVAD took no position on this fseue in their 
briefa. Verizon alea did not  addrese SS7 specifically in its brie€, 
providing only a generic poeition. 

Although no party addressed SS7 specifically, we note that 
Verizon'e proposed rate8 may he impacted by adjustmente made to 
other inputs In the model that are used to calculate the 557 rates, 
euch as coet of capital. 

Thue, we approve Verizon's proposed SS7 rates and rate 
structure, subject to changes that reeult from modifications to 
epecific inpute that are addreseed in other sections of this Order. 

We now discuss the appropriate aseumptiona and inputs for 
traneport syetem coate and aeeociated variables to be used in the 
€orward-looking recurring LINE cost studiee. 

In ita simplest definition, traneport system coats and 
aesociated variables refer to the coets of traneport between wire 
centero, commonly known as interoffice transport or IOT. AB Verizon 
witneea Tucek explains, 

ICM-FL' 8 transport network ie baeed an exieting tandem 
locations, with officee clustered together on SONET rings 
baaed on their dicrtance from the tandems. In inetancce 
where only two nodes are Involved, such a8 a hoet/remote 
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link or tandem serving a single Verizon switch, ICM-FL 
models a point-to-point connection. 

The Synchronous Optical Network (SONET) r l n g s  are sized to 
accommodate the total interoffice traffic, both switched and non- 
swi t ched . 

Witnees Tucek and the cost model methodology note t h a t  a 
dif Eerence between Verizon' s Integrated Cost Idodel and earlier 
versions of ICM i8 with IOT. The witnesa explains that previous ICM 
versions specified end-of €ice assignments to the SONET rings with 
minimal regard to the exieting network. While assignments continue 
to be made outside the model, the ICM-FL bases assignments on 
Verizon Florida's network configuration. In t h i s  respect, witness 
Tucek explains that no t  every hub office on a ring is an accesti 
tandem. A hub office is generally a large office on the collector 
rings. Thus, the  modeled network is closer to the network t h a t  
actually exists in Verizon's Florida operations. 

The IOT module develops investments €or the outside plar i t  
facilitiee that connect switches and the transmission equipment 
within wire centers. The facilities cor is is t  of specialized 
transmiasion (circuit) equipment within wire centere, and outside 
plant facilities. Witness Tucek asserts that the ICM-FL models the 
investments associated wlth these facilitles using the most 
efficient fiber optic equipment and technologies. 

Verizon witneee Trimble teetlfiee that Verizon propose8 three 
separate categories of local/interoffice transport in this 
proceeding: (1) common/shared transport, (2) interoffice dedicated 
transport, and ( 3 )  Competitive Local Exchange Company (CLEC) 
dedicated transport. witness Trimble explains that comnlon/ehared 
traneport is t h e  uae of facilitiee by more than one carrier to 
facilitate the  transport of calle between end-office ewiLches, end- 
o€f i ce  switches and tandem switches, and between tandem switches i r i  

the Incumbent Local Exchange Compariy (ILECI network. The rate 
structure Verizon proposes to recover common and shared transport 
costs is identical to the switched access rate structure. Witness 
Trimble explains: 

SpeciEically, TELRIC coats were developed for transport 
facilities based on a per MOO, per airline mile (ALM) coet 
etructure. Coete were also developed for traneport 
terminations that facilitate the termination of each 
transport facility segment at each central office. 
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Dedicated transport COT"iSt6 of ILEC transmission facilities 
"that provide telecommunications between wire centers owned by 
iiicumbent LECs or requesting telecommunications carriers, or between 
switches owned by incumbent LECs or rcqueeting telecommunications 
carriers." Witnees Trimble teetifiee that  Verizon offers two types 
of dedicated transport: (1) interoffice dedicated transport, and ( 2 )  
CLEC dedicated transport. Specifically, witness Trimble explains: 

lriterof f ice dedicated transport is eimilar to 
cornmon/shared transport (in that it is between two ILEC 
officea) except that the transport facility ia dedicated 
to one particular customer or carrier. Access to 
interoffice dedicated transport is provided from the 
CLEC' B collocation arrangement in a Verizon Florida 
central office through an appropriate croee-connection 
made on a Verizon Florida digital signal cross connect bay 
or a fiber distribution frame. 

CLEC dedicated transport is defined by Verizon Florida as 
a transport facility between a CLEC's collocation cage In 
a Verizon Florida central office and a CLEC'e switch or 
facility office within the local exchange area served by 
the specific Verizon Florida central of €ice where the 
collocation cage is located. 

Verizon proposes rates for three capacity-based categories of 
direct-trunked transport between two oEficee: (1) a single channel 
voice grade or digital Eacility (DS-0 level facility), (2) a DS-1 
level facility, and ( 3 )  a DS-3 level facility. The rate etructure 
for the transport facilities is based on a per central office 
termination basis as well as a per airline mile basis. 

Regarding C t E C  dedicated transport facilities, Verizon will 
oflcr four different types of facilities: (1) 2-wire, ( 2 )  4-wire, 
( 3 )  DS-1,  and (4) DS-3. Witness Trimble asserts that if  facilities 
do not e x i s t  between Verizon's central office and the CLEC switch 
location, Verizon is under no obligation and will not build new 
facilities for provisioning of this offering. 

Network Destsn/Model Approach 

Verizon's IOT network connects the varioue switching nodes to 
each other. The nodes consist of end office switches, remote 
switches, and tandem switches. Remote switches home on host end 
office switches. arid end ofrice ewitchee home on tandem switches. 

Fiber tranaport routes are constructed in a eynchronous optical 
network (SONET) ring design. This deeign providee route diversity, 
meaning that I n  the event of a f iber  cable cut or terminal node 
failure, the traffic ie automatically re-routed over the remainder 
or t h e  ring. SONET r ings ,  ueing add/drop multiplexers (ADMe) and 
fiber facilities, compriee Verizon's interoffice network. In thie 
way, Verizon claims that the  leaet-coat, efficient technology is 
modeled for IOT. The transport module aesumca each SONET ring can 
have a minimum of three and a maximum of eight nodes. If more than 
eight nodes are connected to a hub office, two or more rings are 
configured. 

Point-to-point transport facilities are ueed when only two 
switching nodes need to be connected. Theec include connectione 
between hosts and rcmotca, hoats and non-Vcrizon tandtme, and two 
hosts (when only two nodes need to be connected). 

The model methodology explains that the function of the node is 
to pull traffic from the ring to be terminated at that node, t o  add 
on traffic from the node deetined for other nodes, and to r o u t e  
traffic which is transiting the node to other node8 on the  ring. 
Becauec the Lrafeic on the  ring enters and exits the node at an 
optical level, a conversion from optical to electrical eignale is 
required either by add/drop multiplexers (ADMI, or the OC-3 point- 
to-point eystem for point-to-point traffic. 

Once at t h e  DS-3 or DS-1 level, t h e  lines are phyeically crosa- 
connected to their points of termination in the wire center, and in 
some caeca, further demultiplexed to  either DS-1 or D6-0 level. 

Based on IOT requirement8 and SONET ring technology, f i v e  . 
typical office configuratione have been developed. Theee repreecnt 
Verizon'e exieting engineering practices. The five configurations 
include: End office w/OC-3 Point-to-Point w/DS-1, end office w/OC-3 
Point-to-Point w/DS-3; end office on OC-12 Ring, end office on oc-4e 
Ring, and tandem ox tandem/hoat end office OC-48 Ring. 

Network Components 

The major network componente included in Verizon' a f ivc modeled 
XOT configurations include tho following: 

Outside plant facilities 
Add/Drap Multiplexere (ADMs) 
OC-3 Point-to-point equipment 
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Fiber Distribution Panele 
Channel Banks 
DCSs (Digital Cross-Connect Syetems) 
3/1 Multiplexer (Mux) 
DSX-x (Manual Croee Connect) 

The model methodology explaine that outeide plant facilitiee 
include the material and inatallation costa for aerial, buried, or 
underground fiber cable,  and eupport etructuree such as poles or 
conduit. Further, the material and installation costs for these 
Eacilitiee are the same as those used in the  loop module. 

Transport equipment includes the material and installation 
coete specific to IOT central office equipment. The equipment 
include8 fiber diatribution panels, ADMs, associated DS-3 and DS-1 
cards, point-to-point optical-to-electrical converters, channel 
banke, crose-connect systeme (DCS-x and DSX-x aystems) ,  and 3/1 Mux 
eyetems. 

ADMs are ueed with OC-12 and OC-48 SONET ring8 and convert 
eignale between optical and electrical. The electrical signals can 
be at the DS-1 or DS-3 level. 

OC-3 point-to-point equipment converte optical signals and 
electrical eignals, at either the DS-1 or DS-3 level, depending on 
demand at the node. 

Fiber diatribution panele eerve a6 the interface between the 
ADM and the outeide plant facilities. The fiber cables from the 
outeids plant environment are terminated on the panel and connected 
to the A D M  equipment using fiber patch cords. 

Channel banks are multiplexers that combine 24 voice grade 
and/or data circuite into a DS-1. They are used primarily in 
offices that require DS-0 special access circuits. 

DCSe are used to multiplex and demultiplex electronic eignale 
and act as a mean0 to electronically cross-connect facilitiee. 
These are eometimee referred to at3 Digital Access and Croee-Connect 
Systems (DACS) , 

3/1 Mux ayetems are ueed in smaller switch node6 to multiplex 
and demultiplex between DS-3 and DS-1 levels. 

Manual croes-connect systems allow two types of iiiarrudl C ~ U U Y  - 

connections: DSX-3 for DS-3 level signals and DSX-1 fo r  D S - 1  level 
eignale. 

Data InDuta 

Besides the material and placement costs of central oflice 
transport equipment: and fiber cablea including support structures, 
the following items are data. inputs to the transport module: 

Switching node data 
0 Ring number 

Tandem owner 
4 Number of DS-0, DS-1, and DS-3 special access lines 

Interoffice plant type 
associated with each host or remote office 

The switching node data includes t h e  end office CLLI code, CL1.I 
code for t h e  end office that serves as a gateway to dn out-of - 
franchise tandem, and CLLI code for remote offices. The ring nurnbet. 
designates the node clustering determined during pre-processing. 
The tandem owner designates whether the tandem ewitch is owned b y  
Verizon (in-franchise) or not (out-of-franchise) , The inrerofflce 
plant type determines whether the fiber cable 18 aerial, buried, or 
Underground. 

During pre-proceeaing, Verizon's exist itig s w i l - c h i r ~ g  
configuration is ueed to group offices by Larldem areas. N e t w o i - k  
planning SONET ring diagrams are then used to determine the 
cluetering a€ end olfices to a hub. 

The user adjustable settings in t h e  IOT module include: 

4 Administrative fill 
Intra-ring €actor 
Aerial span 
Buried span 
Air to route ratio 

The adminiatrative € i l l  relatee to the maximilin capacity, or 
percent, for the number of inrerofEice circuits taking into account 
maintenance, sparea, and defective material. The input ie 100 
percent, indicating no provision for administrative spare. 
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The intra-ring factor is the percentage of trafEic that 
The IOT module assumes originates and terminates on the same ring. 

an  intra-ring factor of 6 0 2 .  

The aerial span i s  the typical distance between aerial fiber 
Eplicea; t h e  buried span is the distance between buried splices in 
transport facilities. The aerial span assumption i n  rhe IOT module 
is 872 feet; the buried span is 1,142 feet. 

The air to route ratio converts airline miles t o  route footage 
(niilee) The factor representa route dietance divided by airline 
distance. The ratio uned i n  the IOT module is 1.3. 

l h e  IOT module: 

calculates distance between hosts and remotes; 
determines the length of interoffice facilities; 
determines the total traffic on each ring and host/remote 

determinea the equipment configuration at each node; and 
calculates inveatmente by CLLI code and passes them to the 
Mapping/Report Module where expenee calculations are  
p'erforined to corivert them into monthly costs 

develope the SONET rings and point-to-point configuration; 

link and sited facilities; 

In developing the ring configuration and length, the ICM 
examines the end arid hub off ices clustered during pre-proceseing and 
determines each node's position on the ring. Witnese Tucek 
deecribes a hub office as generally a large office but not: 
necessarily an access tandem. As diecussed earlier, two or more 
rings are required in hub office service area8 having more than 
e ight  switch nodes. In this way, all end office switches are on a 
ring, including the hub office, thus ensuring that traffic between 
any end office and its hub ofEice can be carried on a single ring. 

If the tandem awitch is out of the franchiee area, the non- 
Verizon tandem is not part of a ring, and is directly connected to 
the nearest end ofEice, called t h e  gateway office. In such cases, 
only end offices are on t h e  ring, When Eewer than three end o€fices 
are clustered, t h e  nodes are lined in a point-to-point 
configuration. 

A€ter all the interoffice linke between nodee are determined 
for all offices, t h e  total length of facilities connecting the nodse 
is calculated. The algorithm for interconnecting the nodes on a 
ring firet determines the office closeet to the hub office. The 
next closeet office is the next node connected to the ring. This 
process continue0 until all nodes are included on the ring. The 
last office is then connected to the hub office to complete the  
ring. 

Based on Verizon'e current homing arrangement, the distance 
between hoate and remotes IE determined. T h e  distance is calculated 
by combining the fiber feeder routes and interoffice only airline 
distancea. The airline diatancea are converted to route distances 
us ing  the air-to-route mile ratio. 

Total interoffice demand is used to e i z e  the ring and point-to- 
point facilitiee. Thia includes both the demand for DS-1 porte for 
switched eervices and the demand for DS-0, DS-1, and DS-3 facilitiee 
fo r  non-switched services (special access lines). 

After the lengthe of all links on the ring and all point-to- 
point routes are determined, outeide plant facllitice costa are 
modeled in the same manner as fiber feeder cable in the ICM-FL loop 
module. The Bame aerial, buried, and underground plant: m i x  
percentages and structure sharing that are input for fiber feeder 
are used to determine interoffice placement inveetment. Structure 
inveetmente are also modeled in the same manner ao fiber feeder 
except that interoEfice placement investment ie adjusted to rcflsct 
the Eacilftiee ahared w i t h  fiber €eeder routes. 

outwuta 

Outputs of the IOT module are used to develop the monthly coats 
for transport Bade Network Functions ( B N F s ) .  BNFe are mapped onto 
eervices or Unbundled Network Elements (UNEs) .  The typical 
traneport UNEs are: DS-1 to Voice Grade (DS-0) Multiplexing, DS-3 to 
DS-1 Multiplexing, Direct Trunked Traneport-Voice Facility (facility 
per mile and termination), Dlrtct Trunked Tranmport - DB-1 (Facility 
per mile and termination), Direct Trunked Transport - DS-3 (facility 
per mile and termination), and Common Transport (termination Betup, 
minutee oE uee (MOU), and average MOU; mile setup, MOU, and average 
MOW) . 

Witness Ankum arguea that Verizon'a propoeed charges fo r  DS-1 
loops and multiplexing are inflated, citing low fill factor8 for the 
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SONET-baaed tranaport. The witness argues t h a t  Verizon'a proposal 
of $ 2 4 0 . 5 2  €or a DS-1 unbundled loop (statewide average) is 
unreslletically high when compared to similar ratee charged by 
Vsrixon in other jurisdictions and charged by some other Regional 
Bell Operating Companice (REOCa). In fact,  the witneee notee that 
Verizon'rr proposed ratee arc nearly 400% greater than in some other 
e t a t e  jurisdictions, and epecifically higher than rates we approved 
for BellSouth by Order No. PSC-O1-1181-FOC-EI, Witness Ankum 
testifies: 

Much of the coats are calculated in the "black-box" ICM 
model, and thue the source of the inflated costs can not 
be determined, with certainty. 

Witness Ankum asoerte that Verizon's DS-1 unbundled loop etudy 
is problematic bscauee it allowe only for limited auditing. The 
wire center input data, witnees Ankum alleges, ie hardcoded, making 
it impoeeible to determine the origin or discern the caleulatione. 
Notwithetanding t h i e ,  however, the witneee alleges that the high 
ratea are tied to Verizon'e use of a low DS-1 fill factor. 

Witnese Ankum explains that Verizon's coat etudy identifies 
four potential DS-1 delivery architectures and weighte each of these 
to arrive at a single, weighted average coet for US-l loope 
delivered in each wire center. This weighted average DS-1 cost is 
Verizon'e proposed TELRIC baaie for ite DS-1 unbundled loop rates. 

Regarding the four delivery architectures, witnesa Ankum 
teetifies: 

DS1 transmiasion facilities can be accommodated in the 
telecommunicatione network v i a  a number of delivery 
methods. For example, a 4-wire metallic loop facility 
with applicable electronice can eupport a single DS1 
tranamiseion eignal while fiber-optic based "Optical 
Carrier* ("OC-N") systems can be used to accommodate a 
large number of DSl transmieelone, In 8ome circumatancea 
an ALEC may order a DS1 facility in an area where Verizon 
ham an active OC-3 or OC-12 eystem thereby allowing 
Verizon to eimply aeeign a small portion of the much 
larger OC-N system for purposes of accommodating the DSl 
request. In general terms, the larger the eyetem being 
w e d  to deliver the DS1 eignal ( a l l  else being equal), the 
lower the per DS1 cost (because of eubetantial production- 
economies of scale). 

Witness Ai ikum note8 that Verizon's cost study SuppOk-tS t h i s  point by 
showing costs per DS-1 decreasing by nearly 7 5  percent wl~en 
comparing the single DS-1 loop provisioned over metallic facilities 
with those DS-1s delivered via an OC-12 s y s t e m .  

However, even though the OC-3 i s  a less expensive delivery 
method than the simple metallic me'thod, Verlzon's assumed f i l l  
factors result in an opposite effect. As witness Ankum ana lyzes ,  
the OC-3 delivery method becomes the second most expensive method 
available. Verizonls more efficient leaot-cam optical transmiasion 
technology becomes more expensive than the most expensive €our-wire 
metallic technology. To correct this, witness Ankum recommends a 
f i l l  factor of 90 percent for OC-N equipment. As an alternative, 
witnees Ankum recommend9 that Verizon be required to recalculate its 
DS-1 costs u s i n g  the d-wire metallic method of delivery as 
identified by ite own cost etudy as being the least-coat method. 
Even so, the wirneas notes that h i s  alternat ~ v e  recommendation would 
not result in reaeonable TELRIC-based rates but would rather se1-w 
as a maximum level. "obviously there will be circumstances wtierein 
economies of scale will allow the delivery of DS-1 transmission on 
OC-N facilities at costs leas than those experienced in dedicating 
a 4-wire metallic facility to the job." For t h i s  reaeon, the 
witness concludes that Verfzon should be directed to re-run i t a  US-i 
study aesuming a 90 percent €113 factor for all fiber-based "cilcult 
equipment." 

Regarding Verizon'e proposed multiplexing r a t e s  to uae i n  
combining loops and transport in an Enhanced Extended Link (EEL) 
arrangement, witneee Ankum a l s o  expresses concerns. Witnres Arikuiir 
compares Verizon's proposed monthly recurring multiplex~ng rate of 
$517.71 Tor DS-3 to DS-1 multiplexing wlth the $211.39 rate  approved 
for BellSouth by Order No. PSC-01-2051-FOC-TP, Verizon's approved 
rate of $364.60 in New Jersey, and Verizon's approved rate of 
$262.31 in Michigan. (Order No. PSC-01-2051-FOC-EI, p. 49; N J  Board 
of Public Utilities, Docket No. T000060356, Attaclirnent, p .  3; 
Ameritech t a r i f f  M.P.S.C. No. 20R, Part 1 9 ,  Section 12, Znd Revised 
Sheet No. 2 7 ) .  The witneee notes  that again Verizon's proposed 
rates in Florida are much higher than the avel-age a€ comparable 
ratee by approximately 185 percent. 

Wit ness Ankum explains that Veri zon ca 1 cu l  a tes mu1 t iplexi riy 
rates in ita ICM model and he is unable to view the actual 
calculation that translatee the material costs into TELRIC costa. 
"1 can only review the computer code that is used to compute the 
Verizon numbers and these provide little additional information." 
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A e  a reeult, the witness is unable to discern the exact reason why 
Verizon's proposed rates are so much higher than others. Hie 
suspicion, however, is that the problem lies with the fill factor 
and recommends a 90 percent fill €actor for all central office non- 
switch equipment. 

In response to witneee Ankum'e allegatione regarding Verizon'a 
unbundled D S - 1  loop rates, Verizon witneaa Tucek argues that the 
ALEC Coalition witness' recommendation would baee UNE coeta on a 
network operating near ly  at capacity. Witness Tucek explains: 

OK. Ankum'e criticiem of Verizon'a unbundled DS-1 etudy 
centers on his disagreement with the fill €actore used in 
developing the costs of the fiber-based systems. His 
recommendation that a 90 percent fill implies that the 
average eite served by t h e  smalleet modeled fiber system 
would require more than 25 DS-1 circuite, or 600 voice- 
grade equivalents. Basing costs, and rates, on a fill 
that exceeds the actual realized fills upon which 
Verizon'e cost study is based means that total costs will 
not be recovered. 

Witness Tucek asserts that Verizon'a fill factors represent the 
utilization actually realized in Verizon's exieting network. "There 
ie no reason to expect the level of utilization to miraculously 
increase to 90 percent. '' 

Witness Tucek testifies that the DS-1 TELRIC rate8 are based on 
the  weighted average of provisioning DS-1 circuits over metallic and 
fiber facilities. Additionally, witnese Tucek mates: 

The coste of provieioning DS-le via metallic facilitiee 
are based on the 4-wire loop coste modeled by ICM-FL for 
each wire center, plus the cost of the circuit equipment 
needed to create the DS-1 circuit. The costs of 
provieioning DS-le via a fiber facility are based on the 
cost of three fiber systems: (1) an OC3 system equipped 
for 28 DS-le, ( 2 )  an OC3 eyetem equipped for 84 DS-le, and 
( 3 )  a n  OCl2 system equipped for 336 DS-la. The costs of 
the fiber facilities for the fiber systems are based on 
the average loop length modeled by ICM-FL for business 
loops i t i  each Florida wire center. 

per DS-1 assuming 100 percent utilization. Theee costs are then 
divided by the fill factor associated with each configuration to 
obtain a cost per provisioned DS-1. The costa per provieioned Ds-1 
are averaged to arrive at an average coet per provieioned DS-1 for 
each wire center. The averaging is baaed on weightinge of the 
actual number of circuits provimionad in the state for each facility 
type and represent the likelihood that a given unbundled DS-1 will 
be provieioned via one of the four method6 (metallic facility, 20 
DS-le or 84 DS-la on an OC-3 Bystem, or 336 D8-le on an OC-12 
syetem) . Witneee Tucek teetifits that coste are driven primarily by 
the coet of the metallic facility and the coet  of the 28 D8-18 on an 
Qc-3 system configuration. The statewide average is $210.83 per DS- 
1 per month. 

Regarding fill factors, witneee Tucek teetifies that 100 
percent fill is ueed for tha metallic facility because these coats 
already reflect ICM-FL'e modeled utilization. A 33.3 percent fi l l  
ie assumed for the fiber facilitiee to reflect the uee of 4 fiboru 
out: of a 12-fiber sheath. Witneea Tucek explaine that the fill8 for 
t h e  three fiber aysteme are "based on the actual number of 
provisioned circuits divided by the system capacity on a etatewidt 
basis. 

Witness Tucek explaine t h a t  the development of the DS-1 loop 
facility costs are found in the "FLHICapWtg.xle" and "FL Fiber 
Laops.xle" spread8heete in Verizon'e cost study filing. According 
to the witness, the latter file models the fiber terminal and 
facility costa. Witness Tucek explains that the facility coat0 vary 
by wire center and are baaed on the average modeled loop length for 
bueinees lines. 

Witnese Tucek arguee that ALEC Coalition witnese Ankum f a i l @  to 
realize that the f i l l s  are baeed on provieioning DS-le to epecific 
locatione in Verizon's actual network. The witncrs explains: 

In order to achieve the 90 percent fill recommended by Dr, 
Ankum for the smalleat of the three fiber eystems, the 
average number of DS-le provided at each location would 
have to be 25.2 ( 2 8  x 0 . 9 )  - on a voice grade baeie, thie 
is more than 600 circuits. 

Witness Tucek aeserta that thia aseumption ia not representative of 
Verizon'~ experienced D S - 1  average demand characterietlca. 

Witness Tucek explains that the fiber system and Eacility costs 
arp d i v i d e d  by the corresponding number of DS-1s to obtain a cost 
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Finally, witneae Tucek arguee that  coete and rates based on 
fill factore greater  than the average fill, ae the ALEC C o a l i t i o n ' s  
witnee8 Ankum recommends, will reeult in an under-recovery of total 
costs. To illuetrate thie, the witneee provides a comparieon 
between aoeuming a target fill of 85 percbnt, greater than the 
average realized fill, and assuming averaged realized fill. Witneea 
Tucek concludes that h i e  illustration Is clear evidence that Verizon 
will not recover ire total coets if the target fill factor rather 
than the average fill 1evel.ie used.  

Regarding the  ALEC Coalition witneae Ankum'e allegation 
regarding Verizon's inexplicably high  multiplexing rates, Verizon 
witness Tucek offere no rebuttal. 

Verizon witness Trimble argues that Verizon's UNE rates should 
be based on the costs the company will incur with ita network. The 
witncee arguce that t h e  ratee of other companies are not baaed on 
Verizon's costs and are therefore no baeis for setting Verizon'a 
rates. Moreover, witness Trimble asBerts: 

I t  is very dangerous to consider these other rates without 
a complete underetanding of the context in which they were 
adopted, including, fo r  example, inquiry into whether the 
rates were properly based on forward-looking pricing rules 
or political or other considerations; and whether VNE 
ratesetting was accomplished in conjunction with other 
objectives. 

The ICM-FL IOT costs and associated variables are based on 
Vexizon'a existing tandem locations. SONET ring architecture using 
ADMs and fiber facilities comprlees Verizon's IOT network. 

The f i l l  factors used repreeent Verizon's actual utilization i n  
its existing network. A f i l l  factor l o  explained as a measure of 
the overall utilization of a given piece of equipment or plant. 
ALEC Coalition witness Ankum aaaerts that the rate of utilization is 
one o f  the main cost drivers OE central office terminals, so there 
needs to be some underetanding of what the rate of utilization is 
and where i t  can be changed so eensitivity rune can be made. 

Multiplexing ie the combining of two or more channels into one 
elngle channel for tranemiesion over the telecommunications network. 
Interoffice dedicated transport ( I D T )  and multiplexing, either DS-3 

or DS-1,  may be combined with loops, either 136-3, DS-I, or 2 -  OL- 4 -  
wire loops for EELs. EEL comblnations may be comprised of DS-3 IDT 
with  a DS-3  loop, DS-1 IDT with a DS-I loop, or voice grade 
transport with a voice grade loop. The recurring and non-recurring 
rates Tor EEL8 are discussed in delail in Issue 12 ( b l .  The 
diecuesion in this issue will pertain only to multiplexing and 
transport rates. 

ALEC Coalition witness Ankum argues that Verizori's pLoposed 
DS-1 loop rates and multiplexing rates are inexplicably high when 
compared to eimilar rates charged by Verizori in other jurisdictions 
and by eoitie other RBOCe. Wilness Ankum asserts t h a t  the 1CM "black- 
box" makes it difficult to determine t h e  source of The inflated 
costs with any certainty. 

Witness Tucek explains that the DS-1 loop study was modeled 
outside the ICM in an "outboard study." This study reflecte the 
cost of provisioning DS-1 and DS-3 loops based on t h e  custoriier- 
,specific remote terminals in Verizon's network. The study is based 
on the systems that are actually being used KOday to provide 
service. 

Verizon proposes rates for DS-1 and DS-3 high capacity 1 0 0 1 ~ ~ .  
Witness Trirnble explains: 

A DS-1 loop IS generally a 4 - w i r e  loop t h a t  h a s  been 
conditioned to support DS-? transmisBion, i n c l t i d i n g  
associated electronics. It can be used to provide € u l 1 -  
period services (e.g., p r i v a t e  line) and s w i ~ c h e d  s e r v i c e s  
( e . g . ,  ISDN Primary Rate Interface) to end-users. I n  
contrast, DS-l UNE loops are necessarily proviaioned over 
fiber optic cable and include the electronics necessary  to 
facilitate DS-1 transmission. 

The ALEC Coalition'e witness Ankum argues t h a t  Verizon's hlgh 
DS-1 loop rates  are tied t o  Verizon'B use of low f i l l  factors.  
Witness Ankum asserts that coats decrease as the transmlsslon system 
size increases due to the production economies of scale associated 
with the larger delivery system. Indeed, Verizon's cost study 
verifies t h i e  point by ehowing mate per provieloned DS-1 decreasing 
as the transmission eyetem increases from a metallic facility to an 
OC-3 syetem and an OC-12 eystem. However, witness Ankum arguea that  
Verizon's fill factore result in the more efficient, least-cost 
optical technology being more expeneive than the most: expensive 
metallic technology. For this reason, the witnesa recommende a fill 
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factor of 90 percent  for all fiber-based circuit equipment. As an 
alternative, witness Ankum recommends that Verizon be required to 
recalculate its DS-1 costs using t h e  metallic tranemieeion as 
identified by its cost study as being the leaet-coat method. 

Verizon's witness Tucek argues that Verizon's fill factore 
represent i t s  actual realized utilization in its existing network. 
The witness rebuts the ALEC Coalition's recommended 90 percent fill 
factor, etating that euch a f i l l  exceeds the actual realized fills 
upon which Verlzon's cost study ie baaed and will reeult in an 
i i i ir lPr-recovery of t o t a l  coete. 

We appreciate the frustration of the ALEC Coalition in trying 
to determine the orfg in  and understanding the calculations of input 
d a t a  to the ICM or Verizon's "outboard" high capacity fiber cost 
etudy that determines DS-1 loop rates. However, we agree with 
Vcritori witriees Tucek that a 9 0  percent fill €actor is not credible 
e i t h e r .  When asked to explain all aseumptions and to identify the 
~ o i i r c e s  of: the d a t a  used in the development o f  transport eystem 
c o s t s  and associated input variablee, Verizon merely responded by 
rclerririg to the transport rrodel methodology and algorithm 
documentatiori. Furthermore, while Verizon notes that the costs for 
unbundled DS-ls, riser cable,  and dark fiber rely on fill factors, 
i t  does riot offer any discussion regarding t h e  derivation of any 
f i l l  factors used. 

Verizon argues that its LINE r a t e s  ehould not be compared to 
t h o s e  of other companies without a complete understanding of the 
c o n t e n t  in which they were adopted. Nonetheless, w e  believe a 
review o €  the rates of other companies can be used as a 
reasonableness check, and Verizon'e reeultant rates do not fair 
well. Verizon of fers  no justification why its DS-1 loop rate is BO 

much higher than that approved €or other companiee, both in Florida 
and in other jurisdictions. As noted above, Verizon also failed to 
explain how the f i l l  f a c t o r s  used i n  the DS-1 loop study were 
determined. 

In reviewing Verizon's outboard etudies, w e  note that the 
metallic DS-l loop costs from the ICM-FL are  inputs to both the 
fiber loop study as well as the high capacity loop study. The 
inputs are proprietary, and BO we do not addresa the individual loop 
costs €or e a c h  wire center. Verizon provides the  following 
docurnentation for locating the metallic DS-1 loop costs that are 
subsequently input i n t o  t h e  above t w o  outboard studies: 

The valuee in the column are from the Metallic DS1 loop 
reeulte  from I C M  with non-BNF advtrtieing, marketing, 
Billing and collection and directory coats removed. 

Eaeed on the above documentation, we calculated the metallic 
DS-1 loop coets f o r  each wire ecnter in an attempt to replicate 
Verizon'e inputs. We began with the LCM loop coetB and than removed 
the non-BNF costa coneisting of advertising, marketing, billing and 
collection, and directory costs. However, our derived rcsulre do 
not  match thoee identified by Verizon. Curiouely, though, the 
difference between the DS-1 loop coat8 we derived in accord with the 
model. documentation and Vcrizon'e coat reeulte contained in the 
outboard etudy is coneietcntly the aame for each wire center. Whilo 
we are unable to reconcile completaly the differcncee, we auepact 
that Vcrizon's outboard studies may not have been updated from 
Verizon'e previoue filing i n  May 2001, that was eubsequently 
withdrawn and refiled on November 7, 2001. The previous filing le 
not in the instant record. 

The ALEC Coalition criticize13 Verizon's multiplexing ratee but 
surmises the problem also lies with tho f i l l  factors. Witncae Ankum 
asserts that he is unable t o  review the calculation that translates 
the material costs into TELRIC costa. However, in comparing 
Verizon's propoeed recurring monthly rate of $517.71 with rate8 
approved for other cumpanies, witness Ankum argue8 that Verizon'e 
rate i6 clearly outside the range of reasonablenese. The ALEC 
Coalition recommend6 a 90 percent fill factor €or all central oftice 
non-switch equipment. 

Verizon offere no rebuttal to the ALEC Coalitionla allegation8 
regarding its proposed multiplexing rates. Aa noted earlier, we 
share the ALEC Coalition's frustration in trying to dieccrn why 
Verizon'e proposed multiplexing rates are 80 much higher than other 
companies. Certainly, Verizon has not made the tack eaey. 

We believe aeveral altcrnativee are available in reeolving thie 
issue. Firet, w e  can accept Verizon'e inputs f o r  transport eyetcm 
coeta  and aeeociated variablee with our adjueted DS-1 loop costa 
derived in accord with Verizonla modo1 documentation as well ae 
adjuetments made in other isaues. Second, we can accept the ALEC 
~oalition's recommended 90 percent fill factors for all central 
office non-switch equipment and fiber-baaed equipment. Third, we 
can direct Verizon to refile its coat studies recalculating the DS-1 
coats  ueing the metallic transmission facility identified by Verizon 
as being the leaet-coat method. Fourth, we can acknowledge the lack 
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of supporting documentation and logic and adjust Verizon's fill 
factore and reduce our derived DS-1 loop cost by the unexplained 
difference occurring between the coets derived in accord with 
Verizon'a model documentation and Verizon'e propoeed DS-1 loop coet 
inputs, 

Supporting the first alternative is problematic g iven  the 
concerne diocumsed above. Verizon's DS-1 loop fates and 
multiplexing rates are o u t . o f  line with similar ratee of other 
companies. Additionally, Verizon's coat studies make it extremely 
onerou~ in determining the source of the inputs Verizon used in 
developing these ratee. 

The second alternative is alao problematic. Accepting the ALEc 
Coalition's recommended 90 percent  fill factors would, in reality, 
baee costs and ratee on fill factors that not only exceed Verizon's 
actual realized fills but reeult in a eyatem operating at near 
capacity and are not likely achievable. For example, one of the 
fiber-baBed aysteme modeled by Verizon is an OC-3 ayetem engineered 
and w i r e d  with 28  DS-1s. The maximum capacity of thie eystem is 
3 3 . 3  percent, baaed on the ratio of the 28 engineered and wired DS- 
le to the maximum number of DS-le on an OC-3 f84 - 28 DS-le X 3 ) .  
Thus, the ALEC Coalition 90 percent fill factor is unrealietically 
high. 

Accepting the third alternative would involve Verizon 
recalculating i t 6  costa and ratse baaed on a technology that the 
parties appear to agree should not be considered as the leaet-coet 
most efficient. It is  only by default that thie alternative is 
recommended by the ALEC Coalition and even 8 0 ,  witness Ankum 
contend0 that the reeulte would not be TELRIC-baaed ratea, but would 
rather serve aa a maximum level. We are concerned that thie 
alternative would neceesitate taking additional evidence that would 
generate additional round8 of discovery, resulting in additional 
dclaye in the ultimate concluaion O C  thie proceeding. 

The fourth alternative represents the best eolution because 
Verizon bears the burden o€ proof. Flor ida  Power Comoratim V, w, 413 So.2d. 1187 (Fla. 1982) Aa noted previously, we were 
unable to raplicate Verizon'a DS-1 loop c o a t s  based on the model 
documentation provided. An inexplicable difference exiete between 
Vsrizon's modeled co8te and the c o a t s  derived in accord with the 
documentation. We are concerned by the difference and the fact that 
it ie consistently the aamc for each wire center. Verizon'e model 
documentation doae not validate lte DS-1 loop cost inputs. We 

believe the metallic DS-1 loop cost inputs should be determined i n  
accord with Verizon's documentation for  each wire center recognizing 
adjustments recommended in other iesuee. Theee resulting amounts 
should then be reduced by the unexplained dif ference occurring 
berween the documentation and Verizan'e results, 

According to Verizon'e high capacity loop study, the f i r s t  
€iber configuration, an OC-3 system, engineered and wlved with 2 8  
DS-18, carries  the bulk of. the tra€fic. F o r  this reaaon, this 
configuration is very sensitive to the fill f a c t o r  used. The  
maximum capacity o€ an OC-3 system ia 3 3 . 3  percent. Verizon'a 
assumed fill factors are aigni€icantly lower than the niaxinium 
capacity; the ALEC Coalition's proposed 90 pel-cent capacity Is 
iinrealistically high. We believe that, f o r  a forward-looking stiidy, 
it would be reasonable to use an 8 5  percent engineering capacity 
benchmark. Applying thi B benchmark to the  3 3 . 3  percent niaximkrm f 1 1  I 
of the smaller OC-3 fiber system modeled by Verizon yields a 28 
percent fill factor (33.3 percent X 85 percent). We believe this 
value is appropriate to be used in Verizon's D S - 1  loop study for L h e  

OC-3 eyetem engineered and wired with 2 8  DS-1s. 

Thue, the appropriate aeeuiiipt ioi ia and i i i p u L ~  f i > i  t I aiiupihi L 
rryeLem costu and aesoclattd v a r l a b l u ~  t o  he tised i l l  t h e  f o i w d r c l -  
looking cost studies i n  this proceeding are Lhose iiicltidecl 1 1 1  L h c  
cost  studies filed by Verizon, with those modifications set f o r t h  
above and in all other applicable sections of thie Order. 

Here w e  look at t h e  appropriate aaeumptlone and inp11ts to1 

loadinge to be used in the forward-looking recurrillg UNE coot 
studies. 

Verizon witnese Tucek provided limited testimony regarding 
loading factors included a8 inputs in the F l o r l d a  vereion of the 
campany's Integrated Cost Model. No other party provided testimony 
addreseing thie issue. Information found in the ICM methodology, a s  
well as discovery responses, form the basis for our findliigs 
regarding the appropriate assumptions and inputs €01- loading 
factore. 

Verizon state8 that the ICM-FL uses essentlally two loading 
factors: material and engineering. According to diecovery responses 
and the ICM model methodology, the QTE Advanced Materials System 
(GTEAMS) is the aource of base unit prices used in the ?CM material 
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table. The default unit price of materials found i n  GTEAMS does 
not include any loadings. Loadings are included as inputs to the  
material unit costs ae opposed to being developed in ICM-FL. Ae 
noted in Section VII(i1, Verizon's material costs have been 
submitted a s  proprietary in t h i s  proceeding. 

Verizon'e material and engineering loading factors are 
developed by plant account and are no t  differentiated by the size or 
type of cable. These factors. are developed as percentages, and then 
Applied t o  the material u n i t  coats, reeulting in fully loaded 
material coats. Material loadings are  accounted for in ICM-FL 
through supply (sales tax, fxeight, and provieioning) and minor 
material loading factors; engineering labor is accounted f o r  through 
engineering factors. 

A .  MTERIALAQADJNG FACTOaS 

The material loading factors include factors for supply and 
minor materials. ?he supply factor ie comprised of factors for 
f r e i g h t ,  sales t a x ,  arid provisioning expense and i s  applied to both 
nia jor arid mlnor m a t e r i a l .  

8. FREIGHT 

Verizon explains that a freight loading factor was developed 
using 2000 actual costa. T h e  factor of 2.9 percent is based on 
total freight charges divided by total purchases. "Freight loading 
rate8 are  applied to all inventory issued to final accounte as well 
as all material/equipment purchases charged direct to final capital 
or expense accounts." The database containing the source data used 
in developing the freight factor is Verizon's SAP 3T database. 

C .  - SALES TAX 

Sales tax is the actual rate for Florida ( . 0 6 3 5 ) .  

D. PROVISIONING RATES_ 

According to discovery responses, provisioning i B  the charge 
that Verizon Supply passes on to Verizon Network Services for 
procuring, warehousing, and handling of material. Verizon Supply 
provides a prorated bill €or handling inventory. Based on a 1995 
time study by Verizon Supply, a percentage is established for each 
line of business to be loaded againet the particular type of 
m a t e r i a l .  However, Verizon was not able to provide this referenced 
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t i m e  study, stating that: it no longer exists, Verizon statee that 
the spreadaheet showing tho development of the provisioning, 
freight,  and eupply loading factore i e  located in Texas. 

Verizon's 2000 supply loading factore for Florida are shown ih 
Table 7 Is) -1 below: 

Verizon's material loading factore combine both the minor 
material and eupply loading factors into one materiel loading factor 
that is t hen  applied to the material unit base c08t .  The factore 
are based on 2000  historical data and represent the costa aesociated 
with procuring plant to be placed into service. 

E. MINO R MATERIALS 

According to Verizon, minor materials include iteme whose costs 
are not significant enough to warrant separate accounting tracking.  
T h e m  are items for which no specific account has  been explicitly 
identified but are used in conjunction with other major network 
componcnte. An example i a  cable lubricant, which l e  used in the 
installation of underground cable. The coet of cable lubricant l e  
treated as a minor material and i e  included as part of the coat of 
the cable. 

Verizon develope minor material loading factore f o r  central 
office equipment/circuit equipment, metallic cable, fiber cable ,  and 
poles. The factom are based on a ratio of direct purchasee and/or 
ioeuances out of stock of minor materials by plant category. Minor 
materials are then loaded as a rate applied to major material 
investments by plant category. The factors were developed ueing 
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I 
~~ 

Engineer 1 ng F a c t o r  

5 0  001  

, 

2 0 0 0  actual caste for central office/circuit equipment, metallic and 
fiber cables, and poles. 

The material loading factors are calculated by adding the 
current minor material loading factor, and the supply factor 
multiplied by 1 plus the minor material loading factor for the 
appropriate equipment claes. The 2000  material loading factors for 
Florida are  shown in Table 7 ( 8 )  - 2  below: 

Verizon witness Tucek testifies that: 

The material prices for switches are based on Verizon'e 
contracts with switch vendore, and include loadings for  
vendor and Verizon engineering and installation costs, 
eupply expenee, and coats of acceptance testing. 
Additionally, loading factora are applied to t h e  material 
coeta to reflect the coet of power and test equipment. 

Verizon's loading factors for Signaling System 7 (SS7) include 
a hardware minor material/supply factor, a software minor 
material/aupply factor ,  an engineering labor rate per hour, an 
inetallation labor rate per hour, and a maintenance/teating labor 
rate per hour .  The SS7 loading factors are not Florida specific. 
According to Verizon, the 557 module contains investment €or 
Virginia, Indiana, and California. AE such, each of these states' 
material loadinge are used in developing investment fo r  557 as these 
are more representative of the costa a t  theee locations. 

According to discovery responses, engineering costs include the 
costs to plan, engineer, and order equipment additions. T h e  facrors 
are derived by dividing Outaide Plant Planning and Engineerlng 
dollars by material dollars expended €or t h e  respective outside 
plant accounts. These numbere were taken from Veri zon'  tl account ing 
system and reflect the former GTE footprint. Verizon assert8 that  
material coat is a driver of engineering allocations because both 
the engineering and material costs associated with construction are 
capitalized expenditures and booked to the same accounts. Verizon 
explains : 

The amount of engineering associated w i t h  a construction 
project is related to tlie t y p e  of project and to the 
magnitude of the project. These in curn are related to 
the amount of associated material COSLS booked by account. 

ICM-FL assumes rhat all oucside plant engineering I S  perforiiied 
by Verizon personnel. The percentages are shown in Table  7(a)-3. 

1 Aerial Fiber I 1 3 . 4 6 t  1 
4 0  25 \  Buried Copper 

Burled Plbcr i7.agt 

Cost Workpaptrs, p .  47. 

As noted in the post-hearing positions, Lhe A L E C s  proffer that 
Verizon has  not provided any explanation of h o w  its loading factors 
€or loop material and placement cost calculationa were d e r i v e d .  The 
ALECs ,  Iiowever, provide no alternative metlrodology or t lpeciI ic  
adjustments to Verizon's loading factore. 

Engineering coet is not developed in the ICM-FL, but is rather 
included in the material table inputs as a loading f a c t o r .  
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Ever) though Verizon's material costs have been submitted as 
proprietary, we believe that reasonableneas t e s t s  can nevertheless 
be made regarding the company's recommended loading €actors. As 
noted above, Verizon advocates material and engineering loading 
factors  based on relationships oE minor material to major material 
investments and a c c o u n t i n g  engineering costs to total material 
r l o l l a r s ,  respectively. T h e  factors are determined on an account 
b a s l s  and t h e n  applied to material base costs to arrive at total 
loaded niaterial c o s t s .  As shown in Table 7(s) - 2 ,  Verizon'a material 
loading €actors range Erom about 2 9  percent to about 1 4 4 2 .  Table 
7 ( s l - 3  shows Verizon's engineering factors ranging from about 13.5 
percent to over 50 percent. 

A review of t h e  submitted cost data indicates that Verizon's 
rer:ortimeridcd material loading €actore for  aerial copper cable 
reptesent  about 4 9  percent of the total loaded material c w t ;  the 
recommPnded engineering loading Eactora represent about 17 percent 
of the total loaded material cost. Thie indicates t h a t  6 6  percent 
of t o t a l  material cost for aerial copper cable is comprised o€ 
loadings for material and engineering. 

As part oL discovery, Verizon was asked t o  provide all 
support irig dociimeritation and reports showing how each individual ICM 
investment amount was calculated by account and item. The company's 
r e u p r , i i s e  r e € e r s  o n l y  to t h e  documentation and program code provided 
wit t i  the f i l i n g .  If Ver i z o r i  tiad beeii more responsivo to discovery, 
both our aird ALEC concerns with Verizon's loading factors may have 
been resolved. Given thie quandary, we have compared Verizon's 
recommended loading factors with those approved for BellSouth by 
Order No. PSC-01-1181-FOC-TP in this proceeding. We believe such a 
comparison can provide a t e s t  lor reasonablenese. We expect that 
Verizori might not achieve the same economies of scale as BellSouth, 
so logically it would exhibit h i g h e f  loading factors than BellSouth. 
T a b l e  7 ( s )  - 3  sliows t h i s  comparison. 

11 Tabla 7 ( a )  -4 I Comparison of Loading Factorr Botwaen Vsriron and boll8outh 

Verizon * 

A e r i a l  1 4 3 . 9 6 1  5 0 . 0 0 1  

Burled 1 4 3 . 9 6 C  4 0 . 2 5 t  

1 BellSouth' 

Material 
',::f I i t e I i a 1  1 Eng. 

Total Loading@ Loadingam 

18 .51C 2 8 . 1 7 2  

7 . 6 9 C  21 .09C 

3 4 . 0 2  

a i r e  
Material 
a0 t of 
Tot a 1 

Undg 1 1 3 . 9 6 1  2 5 . 0 8 1  3 7 . 2 1  2 2 . 2 7 2 .  7 . 2 5 2  2 1 . 5 2 %  

Fiber 

Aerial 1 4 3 . 9 6 1  1 3 . 4 6 2  38  BI 1 9 . 5 0 1  1 4 . 9 2 1  2 1 . 5 2 2  

Burled 1 4 3  9 6 2  1 7 . 8 9 1  3 0 . 2 &  4 . 9 6 2  2 1 . 0 2 2  79 .56C 

3 . 9 6 C  1 4 . 7 2 )  3 8 . 7 2  9 . 8 5 %  9.201 5 4 . 7 9 ~  

Source: EXli 1 8 ,  pp, 15-16; EXH 5 0 ,  Supporting Documcntation, Loop WoduAs, 
Macerial Support,  Material Coot Workpaperm, p. 17.  .. Order No. P S C - O l - 1 1 9 1 - F O C - T P ,  pp. 2 1 0 - 2 1 1 .  
3 BellSouth exempt m a t e r i a l  percent .  
* * *  1 4 . 9 1 1  for aerial copper c a b l e  - 24 gauge. 
t i9  BellSouth total tclco and vendor engineering. 

I. t appears to us that Verizon' B material and engineering 
loading factors are linear - that is, no adjustment iB made for 
s i z e .  For example, Verizon'6 engineering loading factor f o r  aeria l  
copper is 50 percent. This factor is the .same whether i t  is applied 
to the smallest increment or t o  the largest size of aerial  copper 
cable. Similarly, the material loading factor is not  differentiated 
between size or type of cable.  

As we found in order No. PSC-01-1181-FOC-TP Lor BellSouth, the 
use of linear factore "can generatequestionable results, especially 
in light of deaveragcd rates ."  Order No. PSC-01-1101-FOC-TP, p .  222 .  
For example, Verizon'B actual base material coats for aerial copper 
cable, as a percentage of t o t a l  loaded cost, are constant a t  about 
34 percent no matter whether the cable i e  25-pair or 900-pair. 
Thus, the total material coat of the cable is alwaye about three 
times the actual material base cost. No economise of scale €or 
minor material or engineering occur. However, it aeems unlikely 
that no economies are generated as cable sizes grow larger. 
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We note that the Bame material loading factor is applied to 
each size of aerial cable, rcgardleae if it ie copper or fiber. 
However, Verizon's engineering loading factors differ by type of 
cable but not by size of cable. Verizon recommends a 2 5 . 0 8  percent 
engineering f a c t o r  for underground copper cable, whereas a 14.72 
percent engineering factor is recommended for underground fiber 
cable. Thie indicatee the cost to engineer a 400-pair underground 
cable is about 3.5 times the coat to engineer a 100-pair cable. 
Likewise. the cost to engineer a 2400-pair underground cable is 20 
times the cost to engineer a 100-pair cable. Logically, it would 
seem that there would be a small incremental time difference to 
engineer additional cable pair counte, not 3 . 5  times and 20 times 
the coat. We believe a more appropriate relationship to derive 
engineering costs would be to divide t h e  total engineering costs by 
the toral feet placed by cable t y p e .  This would yield an 
engineering cost per foot €or each type of cable rather than a cost 
that increased by cable s i z e .  

We are heaitant to accept Verizon'a engineering loading 
factors. The record reflects that the factors are derived from 
dividing the Outside Plant Planning and Engineering labor dollars by 
material dollare for the former GTE footprint. I t  ie unclear if the 
accounting information relates to one year or several yeare. I €  
Verizon ueed the aame approach ae it did with the material loading 
factors, then one year of data was used. We believe that using d 
single year of data could skew the reeults. 

Here again, several alternatives are available to resolve t h e  
loading factore iosue. We can accept Verizon's recommended loadings 
€aceore; direct Verizon to refile its  loop cost studies with 
material loading factors based on more than a eingle year of 
accounting data and engineering factors based on an engineering cost 
per foot for each type of cable; or acknowledge the lack of 
supporting documentation and logic and adjus t  the  factors that 
appear to be outliers when compared with those approved for 
BellSouth in Order No. PSC-Ol-11Bl-FOC-TP. 

Supporting the first alternative ie problematic given the 
concerns diocueesd above. We continue to believe that in a 
proceeding where loop rates are being deaveraged, the use O C  loading 
factors ouch ae Verizon tiar recommended, will d i e t o r c  the cout 
relationehipa between rural and urban areas. he atated above, i t  
seem8 unlikely that there are no economies generated as cable sizes 
grow. 
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The second alcernative would involve t h e  I ~ T  iotluct inn O E  iiew 
model inputs i n t o  the record, and aga ln  we are  cancel-ned t h a t  
additional evidence would generate a n  additional roimd of discoveiy 
and additional delays in the ultimate conclusion O E  c h i s  pl-oceeding. 

The t h i r d  alternative represents the best solution because 
Verizon bears the burden of proof. See F l o r i d a  Power Comor'ation v. 
Cresse, 4 1 3  So.2d. 1187 ( F l a .  1982) Given t h e  general lack of 
support fo r  the provisioning lacLors, we f l n d  I t  appropriate to 
reduced these by 50 percent.. The outliers €or the minor material 
Eactors dre the outside plant accounts. I t  1s appropriate to adyust  
this Eaccor to 2 0  percent for fiber cable arld 25 percent l o r  
nietallic cable. This brings Verizon more in lirir with Bellsourlr 
w h i l e  at the same time recognizing ttrat VeriLon will not h a v e  L h r  

same economies of scale a6 BellSouth. 

Poles and wire are closely associated w l c h  sei la1 cables. F o r  
this reason, i t  is appropriate to adlust Verizon's minor material 
Eactors for these accounts to 30 percent. Regarding Verizon's 
recommended engineering Eactors, t h e  outliers appear to be tlic 
copper cable accounts and conduit. Verizon's inputs shall b e  
reduced E O  4 0  percent for a e r i a l  copper, 3 0  percerit for l x r i  r ed  
copper ,  15 percent for uritlerground coppri-,  arid 2 0  p e L c e r i L  f c ) ~  
condu i t . 

Our loading factors are still llnear, 1x1 that.  no d i f t a i e i r c e  ~b 

mjde by size or type of c a b l e .  T ~ I I I S ,  c o a t s  w i l l  t J e  s k e w e d  bel wc.t?li 
r u r a l  arid urban areas. However, w e  believe ttlat such dlstortiolls 
are inininiized w i t h  the approved a d j u s t m e n t u .  Tables 7 (3) - 5  c r l l d  

7(s) - 6  summarize our Eindings. 

Tmblo 7 ( 1 ) - 5 1  Conmimaion Ordored Hatorial Loading Iactor. 
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Table ? ( a t - 6 1  Rccomendrd Enginoaring Loading F'actorr 

Account I Engineer 1 ng Fact  or 

- _  - 

A e r l a l  F l b c r  13.46b 

Burled Copper 3 0  O O t  

Burled F i b e r  17 8 9 t  

'rhus, the  appropriate assumpt ione and inputs for the loadings 
[actors  to use i n  Verizon's cost studies filed in this proceeding 
are those identllied by Verizon, with the adjustments listed in the 
body of this issue. 

VIT ( t )  ASSUXPTION~-AND INPUTS FOR EXPENSES IN UNE COST STUDIES 

H e r e .  w e  consider the appropriate assumptions and inputs €or 
expctiscs to be used i n  the  €orward- looking recurring UNE cost 
n t i i t i i e s .  

The  exppriye module of the ICM-FL determinee the € a c t o r s  and 
ratios used to calculate the costs of operating a modern, efficient 
telephone network. The expense module does not include nonrecurring 
costs OF establishing service or common coste. Factors and ratios 
developed in the expense module are applied in the Mapping/Reporting 
Module to the investments generated in the remaining modules. 

The points of contention in this iaaue are twofold: First, 
whether it is appropriate for Verizon to w e  a tops-down instead of 
a bottoms-up methodology; second, whether Verizon overstates the 
investment values used to calculate the capital carrying co8t9 of 
SllFpOrt assets. 

.. +' . .  1 
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[tJhe proper way to derive forward-lookirlg expenees would 
be through a bottoms-up determination of the expeneee 
needed to operate and support a forward-looking network. 
This would take into account t h e  configuration and 
quantity of aesets needed in the network and the 
appropriate level of etaffing and support assets required 
to operate that  network. It would also  exclude those 
costs that should not be part of a wholeeale UNE recurring 
cost study. 

Witness Fiecher notce that Verizon only made adjustmente for 
accounting-baeed normalization entriee and removed non-forward 
looking coeta, retail avoided coate  and coete recovered through 
other cost studies. 

Verizon witness Tucek dieagrees with witnees Fiecher'e 
concention that Verizon's expeneee are not forward-looking. Jte 
srateg that Verizon has made certain adjustmente to make the 
expenses forward-looking: normalization entries for certain non- 
recurring items, removal of expenses related to non-forward-looking 
technology, removal of avoided retail costs and removal of costs 
that are identified and modeled through other coat studies, an 
adjustment €or anticipated merger eavings, and uae of C . A .  Turner 
indices to express the cost of the general support asset8 on a 
reproduction basis. He argues that reproduction cost is "closer to 
the Eorward-looking cost of completely new assets than is the 
h i s t o r i c a l  cost. Given that it is not poselble to model the 
required physical quantity of euch aeaete in the mame way that one 
models  the number of poles, etc., uae of the reproduction coat is 
the best possible approach to modeling the costs associated with 
these assets. " 

Witness Tucek points out that witnees Fischer 

ie espousing a standard [regar'ding a bottoms-up approach] 
that AT&T and MCI WorldCom have failed to embrace in 
Florida and elsewhere. Both of these companies have 
sponsored the HA1 Model in numerous proceedings. Thie 
model, though flawed in many respects, adopted a similar 
"tops-down" approach to modeling operating cxpcnece. 
Indeed, every model that I am aware of, including those 
filed before t h i s  Commission, has employed a similar 
approach. 

ALEC Coalition witness Fischer  argues that 
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Witnese Tucek explains that Verizon uaea 2 0 0 0  ARMIS data as a 
etarting point to determine operating expenses. He opines that 
*[t]here i a  no better etarting point from which to model Verizon's 
operating expense. 'I 

r!E€lmu 
We believe there ia nothing prima facie wrong with using a 

tops-down approach, i f  appropriately applied. The greater question 
t o  be answered is whether the methodology used by Verizon f a i r l y  
represents the forward-looking cost a€ an efLicient network. While 
witness Fischer complains of Verizon's methodology, he offers 
nothing better to use in its place. 

Verizon's use of ARMIS data ae a starring point for its 
expenses. It appears from our study of the ICM model that Verizori 
U8C0 euch data to develop factors baaed on historical relationships, 
with adjuetmento to eliminate costs that are known to be non-forward 
looking through the use of normalization entries. The resultant 
factors are then applied to investment data to produce forward- 
looking expenses. There ie nothing inherently wrong with chis 
methodology, but it is important to examine the specifics to 
determine whether this approach produces reaaonabla results. Such 
an analysis icr undertaken below. 

ALEC Coalition witness Fiecher argues that "[mlaintenance and 
eupport factors are a [sic] typically calculated by dividing 
sxpeneee incurred in maintaining and aupporting the network and 
related operations by the investment in the network and related 
operations that generates those expenses. The resulting ratio 
represents the relationship between expenses and inveetment that can 
be applied against future investment to estimate future expenses 
required to support that investment-. He continues that "an expense 
factor i8 nothing more than a fraction, and a fraction can be 
overstated i L  the numerator is greater than it should be and/or i f  
the denominator is less that it should b e ,  

ALEC Coalition witness Fischer's primary objection to Verizon's 
modeled sxpeneee Lnvolvee use of the C.A.  Turner Plant Indices. 
Witneee Fisctier contends that Verizon overstates the inveetment 
values ustd to calculate the capital carrying coete oC eupport 
a m e t a .  Witness Fischer explaine that Verizon applies the indices 
to book lnveetment to adjust it to a replacement coat  value. He 

argues that the indices only identify relative changes in the cosc 
of the assets, without identifying whether the item itself would be 
part of a forward-looking network. He opines that "applicarion of 
a price index alone is insufficient to make investment Corward- 
looking." He also asserts that  Verizon increases the expense facror 
"by replacing the investment used t o  generate the existing level of 
expenses with modeled lower investment out of its ICI~:' 

W J L I I C U S  C ' I Y C ~ I ~ ~ ~  explains t h a t  Verizon i l p i ~ l  it's ~ 1 1 e  i i id iueu I < I  

supporl iawestiilenc which increases sac11 invest.melit by a b o u ~  2 9  
percent. VerlZOfI applies annual cost €actors for depreciaiion, cost 
of capital, income taxes, and property taxes t(> calculate aninid1 
gerieral  support expenses. lie argues t h t  the r e v l i l t  is ail 
Overstdteniellt of annual general support expenses. He statee t h a t  63 
percent oE the resulting overstatement IS 111 the numerator of the 
maintenance and support factor calculation, and 37 percent of the 
overstatement is in the common cost expense that is used tor the 
common cost calculation. He argues that this metliodology n n l y  
serves to inflate costs and should  therefore be i-elected 

Witness Fischer explains that a further overstatement arises 
because Verizon "reduces the denominator portion of t h e  expense-to- 
investment ratio calculation by substituting the investmetit 
calculaLed within its coat model for the l e v e l  o€ invesfment that  
produced the expense used i n  the numerator portloti of the rdtio. 
This 16 accomplished through a process V e r i  zon- FL ca 1 1  s 
calibration." He explains his understanding that calibration 
results i n  the model using Verizon's proposed forward-looking 
investment costs that are produced using C . A .  Tilrner indices, 
instead of historical book costs. He opines chat the use of this 
process is inappropriate because "you cannot use the output of the 
same model you are using to determine a facror that will then be 
applied against that output: to calculate recurring expenses.' He 
argues that  like terms must be used i n  both the numerator and the 
denominator 

Verizon witness Tucek disagrees with witness Fischer's 
content ion that Verizon's expenses are  ilot forward- looking. lie 
states that Verizon has made certain adjustnrents to make the 
expenses forward-looking: normalization entries €or certain non- 
recurring Items, removal of expenses relaced to nnn-forward-looking 
technology, reriioval of avolded r e t a i l  costs and removal of cosLs 
that are identiEied and modeled through other cost s t u d i e s ,  
adjustment for anticipated merger savings, and use of C.A. Turner 
indices to express the cost of the general support assets on d 
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reproduction b a s i n .  Ila argues that reproduction cost is "closer to 
ttie forward-looking cost of completely new assets than is tlie 
historical cost. Given that it is not possible to model the 
required physical quantity O E  such assets in the same way that one 
models the number of poles, etc., uBe of the reproduction cost is 
the best possible approach to modeling the costs associated with 
these assets. " 

Witness Tucek argues that the calibration option 

adjusts the denominators of the expense-to-investment 
ratios so that they match the modeled investment for three 
broad c a t e g o r i e s  of plant: switching, circuit equipment, 
arid outside plant. The Calibration option ensures that 
the investments in the expense-ta-investment ratios are 
consistent with t h e  modeled investments to which t h e y  will 
be applied. 

He g t a t e s  that ttie calibration adjustment can be turned o€f by 
nindi Eying certain i n p u t s  to the model. tie explains that this option 
would rrsult in a decrease in total direct costs OP $18.2 million 
arid i n  total common costs by $2.5 million. Additionally, "the 
sliortfall between modeled expenses and the sum of the numerators i n  
t l i e  expense-to-investment ratios equals $59.9 million." He states 
that the result of these changes is an increase in the fixed common 
cost allocator from 14.09 to 20.17 percent. 

DEC I SION 

Witness Fischer essentially argues that using the calibration 
function, which substitutes into the expense-to-investment ratio 
calculations ICM's modeled investments instead of the ARMIS amounts, 
yields an apples to orangee comparison. Thie reeults in expense 
€actors whose numerator is ARMIS-baeed expenses but whose 
denominator is ICM's modeled investment, which are then applied to 
ICM's modeled investment. We agree with witness Fischer that 
expense-to-investment ratios should be derived using consistent 
data. We believe that adjusting the denominator to modeled 
invcstmcnt, w h i l e  using A R M I S  amounts in the numerator, leads to a 
mismatch. Thus, i t  is inappropriate to uBe the calibration €unction 
to derive expense  factors, including the common cost factor. 
l lowever,  t l ie u s e  of C . A .  Turner ind ices  is appropriate. 

Verizori applied the C . A .  Turner indices to each vintage year of 
plant investment to briiig the amounts to year 2000 replacement cost I 
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I f  the indicee were not ueed, the expenst-to-investment ratio would 
be calculated using year 2000 expcnees, but booked lnveetment from 
vintage years etretching back decades. In short, the uee of C. A .  
Turner indices does not eerve to make the investment8 forward- 
looking, nor does that appear to be the intent; rather, the uee of 
these indices sets investment at a vintage that matches the expenses 
used in calculating t h e  expense-to-investment ratio. Thle is  
appropriate becauee the resultant ratio matches year 2000 expenses 
with a year 2000 level of investmente. 

Verizon'e tops-down modeling technique to estimate forward- 
looking expenses ie reasonable. The uee of C . A .  Turner indlcce l e  
appropriate to eetablish the historical relationship between 
expensee and investment. However, the uoe of ICM'e calibration 
function yields expense-to-investment ratios calculated on an 
inconsistent basio. Accordingly, fo r  the purpose of establishing 
Verizon's UNE rates in this proceeding, expense-to-investment 
Lactors shall be derived with the calibration function disabled. 

VII(u1. 8 8  SUMPTION9 AM, INPUTS FOR COMMON COSTS IN W E  C08T 
STUDIES 

We t u r n  o u r  attention to the appropriate assumptions and inputs 
for common costs to be used in the forward-looking recurring UNE 
cost studies. 

The FCC's pricing rules epecify that the forward-looking 
economic coat of an element equale the B U ~  o f  the t o t a l  element 
long-run incremental coat of the element and a reasonable allocation 
of forward-looking common costs. 47 C . F . R .  51.5051a). Additionally, 

[ t l h e  sum of the allocation of forward-looking common 
coata for all tlemente and services shall equal the total 
Lorward-looking common coste, exclusive of retail coiata, 
attributable to operating the incumbent LEC'e total 
network, BO a8 t6 provide all the elements and eervicea 
offered. 

4 7  C . F . R .  5 1 . 5 0 5 ( c )  ( 2 )  (ii). 

The Rule define6 Eorward-looking common costa as "economic 
costs efficiently incurred in providing a group of element6 or 
services (which may include all elements or servicca orovided by the 
incumbent LECI that cannot be attributed direct1:r to individual 
elements or services." 47 C . F . R .  5 1 . 5 0 5 ( c ) .  
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The FCC statee in its Local Competition Order that 

Because the unbundled network elemente correspond, to a 
great extent, to discrete network facilities, and have 
different operating characterietfce, we expect that common 
coots should be emaller than the common'coste aeirociated 
with the long-run Ineremental coat of a eervice. We 
expect that many facility coate that may be common with 
rcepect to the individual services provided by the 
facilities can be directly attributed to the facilities 
when offered as unbundled network elements. Moreover, 
defining the network elementa at: a relqtively high level 
of aggregation, a8 we have done, ehould also reduce the - 
magnitude of the common coete. A properly conducted 
TELRIC methodology will attribute costs to specific 
elementa to the greatest possible extent ,  which will 
reduce common costs. . . , [I]ncurnbent LECs shall have the 
burden to prove the specific nature and magnitude of these 
€orward-looking common costa. 

FCC 96-325, Released August 8, 1996, 1695. 

We conclude that the forward-looking common costa shall be 
allocated among elemente and services in a reasonable 
manner, coneietsnt with the pro-competitive goals of the 
1996 Act. One reaeonable allocation method would be to 
allocate c o m n  costs using e fixed allocator, such as a 
percentage markup over the directly attributable forward- 
looking coete. We conclude that a eecond reaeonable . 
allocation method would allocate only a relatively emall 
share of common costa to certain critical network 
elemenre, such as the local loop and collocation, that are 
mOBt difficult for entrants to replicate promptly ( i . e . ,  
bottleneck facilities). Allocation of common coat8 on 
this basis ensure8 that the prices of  network elemente 
that are least likely to be eubject to competition are not 
artificially inflated by a large allocation of common 
costs. 

FCC 96-325, Releneed August 8, 1996, 1 6 9 5 .  

While no party disputes whether 80me amount of common coats 
6hOUld be included in calculating Verizon'e UNE ratee, predictably, 
there io disagreement over the appropriate amount and methodology. 
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The differences at opinion fall into four areas of concei-n. a s  
identified by ALEC Coalition witness Warren FiBcher. 

Is Verizon's methodology used in calculating the 
common cost factor appropriate? 

Should Verizon apply its common coat allocator 
as a percentage to deaveraged zone rates? 

Should Verizon be permitted to recover lobbying, 
legal, and regulatory costa as parc of its 
common costs? 

Is the 14.09 percent common cost recovery that 
Verizon seeks excessive? 

Only Verizon and the ALEC Coalition provided testimony ot- 
briefed this issue. Z-Tel and Covad adopted the position of r i l e  
ALEC coalition; no analysis was provided. 

A .  COMMON COST FACTOR METHODOLOGY 

Witness Fischer states that Verizon calculated two d l  f Leielit 

common cost €actors in i t a  coBt etudies. He explains t h t  

Ltlhe 14.09R €actor proposed by Verizon-FI.. is the result 
of dividing common coats by direct costs. While using 
direct cost as the denominator may be an acceptable 
method, the Verizon predecessor, GTE, typically used total 
regulated revenue as the denominator. In fact, Verizon-FL. 
prepared an alternative c o m m o n  c o s t  factor in i t s  cost 
study using total regulated revenues as rkae denominator 
resulting in an 1 1 . 5 5 9  factor. 

Witness Fischer opines that we should  use the lowei f d c L u r  
based on revenue "to ensure LINE rates are not overstated due to s o m e  
arbitrary decision made by Verizon-FL." 

Additionally, witness Fischer states that the FCC, in its Local 
Competition Order, found that a reasonable alternative allocation 
meLhodo1ogy would be to "allocate only a relatively small ehare ot 
common costs to certain critical network elementa, such a e  the local 
loop and collocation, that are conaidered bottleneck facilities." 
Witness Fischer aeserte that we should consider requiring Verizon to 
allocate a smaller portion of common costa to UNE loops. 
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Veri 2011 witness Trimble responds thac Verizon did iiot coiiipute 
two common cost recovery factors and choose the higher oE the two, 
a s  stated by ALEC Coalition witness Flscher. He explains that 
Attachment Q in Verizon's ICM-FL Expense documentation i s  Eor 
informational purposes to show t h e  relationship between Verizon's 
t o t a l  cornmoii costs and its  total regulated revenues. 

Witness Trimble asserts that 'I [t] he correct mathematical method 
f o r  computing a common cost factor is to divide common costs by 
tocal direct c o s t s .  . . . "  He states that this methodology is part 
of n pricing wechnnism that will allow Verizon a theoretical 
oppoztufi i  ty to recover its costs, iricluding total common costs. lie 
cor i~c i ids  t l ia t  witness Fischer's use o €  total commoii costs divided by 
total I eveiiues would lead to an understatement o€ Verizon' s costs. 
F I I ~  ttier, he argues that witness Fischer's assertion that Verizon's 
p r ~ t ~ c e s s n ~  , GTE, based coinmon costs 011 an allocator using revenues 
1s totally wrong. He notes that Verizon uses the common cost Eactor 
to mark up its costs. not i t s  revenues. He explains that the 
comp8iny 1.1 trying to define a price which i s  direct costs p l u s  
coiniiicii  costs, not reveiiues plus common costs 

Verizon witness Trimble states that the common cost accounts 
Iiave berri adjusted to look as i f  they are wholesale only. He 
CoritPnds t h a t  "common costs t h a t  are related to t he  provision o €  
unbundled n e t w o r k  elements must be recovered somewhere." He adds 
t h a t  Veriron marks up direct costs to recover common costs. He 
agrees tliat the FCC was very cautious in its direction that common 
r*crats .;tioulrl not be a deterrent to a competitive market 

UEC I 5 1 ON 

There is merit to Verizon's position that the methodology 
described by ALEC Coalition witness Fischer would understate costs 
iE the allocator that is developed is then applied to direct costs 
to develop pricing. By way O E  exdmple, a service having a direct 
cost of $ 5 0 ,  with associated common costs oE $10, would equal a 
total cost of $60. Using Verizon's formula, Total Common 
Costs/Direct Costs equals the Fixed Allocator, our hypothetical 
results in an allocator of 2 0  percent. I f  the price is $ 6 0 ,  the 
f u l l  cost is recovered by Verizon. However, i f  the allocator is 
based on revenues of $ 6 0 ,  the recalculated common cost factor would 
be $10/$60 = 1 6 . 6 6 %  €ixed allocator. When applied to the direct 
costs, only $ 0 . 3 3  oE the $ 1 0  in costs will be recovered, assuming 
the p r i c e  is set a t  $58.33 to ref lect  the lower allocator. 
A r k 1 1  t lorial iy, it appears that this formula is circular. 
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Accordingly, we believe that the use of revenuee to develop the 
coniinoii coht allocator in this manner is not appropriate. 

Nonetheless, we are concerned with the fact that the model does 
not adjuat the common cost factor t o  reflect adjustments made by our 
s t a f f .  A common cost factor based on revcnueB, which Verizon doea 
not advocate or use in its calculations, ia contained within the 
model. Yet the actual common coet calculator, which muat be used in 
the cost calculations, i e  completely external to the model. A 
diskette containing the sprqadsheet needed to do the calculations 
was obtained only through discovery. This appears to be the source 
O E  the disagreement on the use of revenues in the common cost 
calculation. It ahould also be noted that the factor will change, 
based on other changes to the model, but thie calculation must be 
performed external to the  model. 

Regarding the alternative approach mentioned in the FCC'a Local 
Competition Order, there is no record evidence ae to which elements 
constitute a eufficient bottleneck to warrant preferential 
treatment, or how such alternative methodology ahould be applied. 
Absent such evidence, it ie preferable to use a methodology that is 
consistent acrosB all elementa. 

E. CONSISTENT APPLICATION 

ALEC Coalition witness Fiecher disagrees with Verizon's 
application of a f ixed  amount of common costs to the deavexaged zone 
costs. He notes that Verizon "spreads common cost recovery equally 
over each deaveraged zone for a UNE." He aseerta that "[tlhis 
practice is inconsistent with the concept O E  deaveraging costa where 
higher cost areas bear the cost required to serve that area. Common 
cost recovery should be treated no differently than direct and 
shared costs that have been deaveraged." He complains that 
Verizon'a methodology results in an overstatement of Zone 1 costs. 
He contends that "Verizon-FL is simply raising the  price in the zone 
most likely to experience competition initially without 
justification. '' 

V e r i z o n  witness Trimble contends that witness Fischer'e 
"rationale has absolutely no economic support. Common coats cannot 
be directly attributed to any specific product or service, let alone 
any epecific product in a specific geographic area." He sta tes  that 
under Verizon's proposal, a loop will generate the same amount of 
common cost recovery, regardleee of ite location, whereas, witness 
Fischer's proposal would cause the amount of recovery to vary € r a m  
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low coat arcae to high  coat areas. Witness Trimble argues that 
"[ilt makes no sense chat the sale of a UNE loop in the most costly 
area should pay €or 1 hour of a human resource employee's time while 
the sale of a loop in the leaot coatly area would only pay for about 
3 minutes of t h e  same employee's time." He cites an Oregon Public 
Utility Commission order that  rejected the use o€ the percentage 
allocation in deaveraging UNE pricing. 

Verizon initially allocates common costs co average direct 
costs, but then applies that same amount to each zone's deaveraged 
costs. However, Verizon allocates its direct expenses to deaveraged 
investment based on the amount of investment, through use of the 
factors described in issue 7(t). This is an inconsistent 
application of methodologies. 

While we agree that common coats cannot be directly attributed 
to any specific product or service, this 18 the very definition of 
common costa, and the reaeon that an allocator is developed 
Witness Fiecher correctly states that the common cost factor should  
be applied no differently than direct and shared coats that have 
been deaveraged. Verizon ha8 not provided a plausible reason €or 
this difference in the application of its common cost factor. 

C .  D G ,  L .  AND RRGULATORY C OSTS 

Witness Piecher argues that  Verizon ehould nol: be allowed t o  
recover lobbying, legal, and regulatory costa "to the extent  they 
are incurred in a way that i a  adveree to the intereete of A L E C s . "  
He notee that Verizon removed about 15 percent of external relations 
and legql expense costa from its coat study expenses. However, he 
believea that none of these expenees should be included in Verizon's 
common coete. H i s  reasons are twofold: 1) such costs are typically 
aseociated with Verizon's retail offerings; 2 )  the ALECs are not 
able  to recover such coats from the incumbent LEC8. He states that 
"' [ i l  t is fundamentally unfair to require ALECs t o  support legal, 
lobbying and regulatory costa that  are typically expended against 
them.' Witnees Fischer opines t h a t  I' I t ]  he only allowable costs 
ahauld be thoee associated with normal company operations and 
compl iancs with administrative requirement a of state commissions 
such as tariff filinge." He recommends that since such 
administrative costa have not been ider-tified by Verizon, all of the 
external relations coeto and legal expenses should be removed from 
Verizon'a cost study. 
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Verizon witness Trrmble argues that "Vei-1zon hay  t h e  r i g h t  L u  
recover in i t s  UNE rate structures all the costs it incurs that a r e  
associated with the Company's obligation to o€€er LINES:' lie 
contends that such costs include external relations and legal coscs.  
He s t a t e s  that the FCC's pricing rules do not exclude exterrial 
relations and legal costs from the costs associated with U N E s .  As 
a result, he concludes that the FPSC must reject witness Fisctler's 
recommendation t o  exclude these costs from UNE common costs. 

DECX S ION 

The FCC'S ru les  do not speci€ically exclude externcll r e l a t  i u n s  
and legal costs from cost recovery. Certain costs, s u c h  a s  retdil 
costs, are  specifically named in the pricing rules. I €  ttie FCC hdd 
concerns with recovery of such amounts, they would be included 111 

the  list of disallowed items. Further, i t  is typical for such c o s t s  
to be recovered from a company's customers. 111 the case oE W E s ,  
the ALECs are a competitor, but they are also a customer. T h e r e  I S  
no record evidence that the amounts included by Vcrizon die 
excessive. Accordingly, we find i t  appropriate for r x t  el I I . I I  
relations a i d  legal COSLS to be recoveted throiirjh comtnuti C O Y C ~ ~  

ed-!&S=sndhsr ~cQllQIUGLQf.-S!AZ 15: D .  -ei---Relat 

Witness Fischer argues that "[a] firm with Verizun's s i z e  clwl 
scope should be accountable for the economies of ecale and 
eEficienciee it promised inveetore, regulators and customers wheii 1 t  

promoted the benefic8 of the mergero between Bell Atlantlc and NYEJEX 
and then Bell Atlantic and Q T E . "  He points out that the tornier Be11 
Atlantic estimated that revenue, expense and capital eynel-giea 
associated with the merger would be approximately $4.5 billion per 
year, thus substantially exceeding expenees associated with the 
transition oE $1.6 billion over three years, based on Verizon's form 
S - 4  filed with the SEC in 1999. He aaserts that the result of such 
savings should be a common cost factor similar to that s e t  by this 
Commiesion for BellSouth. He contends that "[b]y any measure of 
reasonableness, Verizon-FL's common cost factor should be within d 
few percentage points, either higher or lower, of BellSouth's 
factor." He notes that BellSouth initially proposed a common cost 
factor of 6.24 percent for deterniining UNE raLea. 

Witness Tucek asserts that the f u l l  betiefit will not be 
realized until 3 yeare after the completion of the merger in July 
2 0 0 0 ,  such that the benefits would come into play by July 2003. fie 
acknowledges that the $ 3 6 . 4  million merger-related adjustment that 
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Veritori  made to UNE costs is less than L . 5  percent of the total 
merger savings. He argues that the flaw in witness Fischer's 
analysts is  t h a t  a l l  benefits are assigned to Verizon's wireline 
operations, without regard Eor wireless, long distance, or 
i n t e r n a t i o n a l  opcratlons. 

witness Tucek adds that Verizon and BellSouth have not modeled 
cominoii costs i n  the same way, First, he states that Verizon does 
not use shared cost factors, as BellSouth has done. Second, he 
P X p 1  a1ns t tldt 

l a r g e  categories o f  costs that are identified as common by 
Verizon are  treated diEferently by BellSouth. For 
example,  more ttian 35 percent of the carrying costs of the 
general support assets are treated as common by Verizon - 
these cosCs make up nearly 30 percent of Verizon's t o t a l  
common costs. BellSouth does not aesign any of these 
c o s t s  to the common category. Presumably, they are either 
directly assigned to the UNEs  or attributed via 
BellSouth's shared cost €actors. 

~ E C I S I O P !  

1.11 tness Fischek- is correct in asserting that Verizon should 
h a ~ l e  realized merger-related savings or other ef Eiciencies. Based on 
docuinciits €iled with the SEC, it appears that the company as a whole 
e x p e c t s  to a c h i e v e  savings of some $ 4 . 5  billion as a result of the 
inerge~, uliilr: expending from $1.2 to $1.6 billion in additional 
c:ua;t 9 .  I l c ~ w - v e r ,  V e r i z o i i  has recognized merger savings i t 1  i t 3  model 
{IS p a r t  uf Clie normalizatiori costs. witness Tucek points out that 
Vei i zor i  Iias made a $ 3 6 . 4  million mergex-related adjustment to 
recognize merger savings. There is no record evidence to show that 
ttie anjoii!it recognized is incorrect, other than witness Fischer's 
O F 1  Iii Cl l l  . 

The basic concept underpinning Verizon's calculation of the 
common cost Eactor based on expenses, not revenues, is appropriate. 
Verizon should consistently apply its common cost methodology in 
calculating deaveraged rates, such that each zone ie allocated a 
common cost percentage, not a fixed amount. Verizon shall be 
permitted to recover external relations and legal costs through 
coniiiion c o s t  S . 
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Vff(v). ASSUMPTIONS AND INPUTS FOR OTHER FACTORS IN UNZ COBT 
STUDIES 

We now determine t h e  appropriate assumptione and inputs Eor 
other factors to be used in the forward-looking recurring UNE cost 
studies. 

No party to this proceeding provided a position on, or record 
evidence eupporting, any otber inputs to Verizon's coat etudy in 
response to issue 7 (VI . The ALEC Coalition, Z-Tel, and COVAD took no 
position on thie issue. 

We believe that all matters raieed by the p a r t i e s  have been 
addreeeed in other iesues. Accordingly, no findings are necessary 
with regard to this issue. 

AesvMP TIONS AND INPUTS FOR NETWORK PES ION, V I 1 1  (a), (b), and (a) . 
OS9 OESIQN, AND THE M I X  OF W A L  VERSUS 
J g g  

Here we decide the appropriate aeeumptions and inputs for  the 
following items to be used in the forward-looking non-recurring UNE 
cost studies: 

(a) network deqign: 
(b) OSS design; 
(el mix of manual versus electronic activities. 

This section addresses the appropriate assumptions and inputs 
to be used in forward-looking non-recurring UNE cost studies €or 
network design, OSS design, and the mix of manual versus electronic 
activities, respectively. Much of the parties' testimony overlapped 
or combined these issues; therefore, it is most efficient to combine 
our analyses and Eindings relating-to these l a e u e s .  

Verizon contends that non-recurring coete are 'I [clasts that 
support non-recurring [one-time] chargee (which] are those incurred 
i n  processing and provisioning CLEC rcqucete." In diecueeing the 
rates and study methodology, Varizon extends the following: 

[tlhe NRC rates reflect the cost of the set of activities 
required to pre-order, order, provision, and install a 
service in responee to a specific Local Service Request 
(LSR) or Access Service Requeat [ASR) placed by a CLEC 
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customer. The charge 1s non-recurrlng in chat the 
conetituent costa are encountered only once, at the time 
a service ia activated, modified, or discontinued in 
response to a CLEC request. 

Additionally, Verizon asserts in its Non-Recurring Study that 

Itlhe NRCs vary i n  response to the type of order and the 
type of product or service that is requested. In 
addicion, the costs assume enhancements to Verizon's 
syscems and databases resulting in increased 
mechanization. The standard non-recurring cost calculation 
is Coat Activity Time x Task Probability x Labor Rate. 

Verizon purports in ito brief that these costs are typically "easily 
identifiable, concrete costs" related to a specific event initiated 
by a Cost caueer. A 6  euch, Verizon believes these costs are best 
recovered through one-time, non-recurring chargee. 

Verizon asserte that the assumptions reflected in Its cost 
study "are conaistent with ita experience deploying up-to-date 
technology to B e m e  ALECs and consumere." In addition, 

Verizon applies a forward-looking adjustment factor to 
account for  future efficiency gaine resulting from 
mechanization and process improvements. Consistent with 
the FCC rules, these forward-looking cos;ts are baeed on 
currently available technology.' 

On the other hand, Verizon argues that the ALECs'  recommendations 
are baaed on technology that is unavailable now and for the 
foreseeable future, not to mention the fact that  this technology is 
not applicable t o  a multi-carrier environment. Verizon also argues 
that  even i f  the ALECe' recommendations were available or remotely 
f g a s i b l c ,  the ALECs d i d  not  account for the cost8 associated with 
euch improvemente. 

Verizon contends that its OSS 'I. . . provide(a1 ALECs acce38 t o  
a cutting-edge network and reflect[s] the most forward-looking 
Lschnology being deployed." Verizon witness Richter also aeeerts 
that Verizon'e OS9 i o  'I, , , industry-standard and in full 
complirnce with the Act i n  providing non-discriminatory acces8 to 
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OSS functionalities."' Verizon also provides t h e  ALECs w i L h  webbiLe 
support tor its t w o  mechanized ordering interfaces, Secure 
Integrated Gateway System (SICS) and its Wholesale Internet Service 
Engine (WISE). Verizon contends that  ALECs can input an LSR 
directly into SIGS, or if they  don't have their own ordeiing 
systems, they may do so through WISE via the Internet. 

Verizon witness Rlchter contends that tlre ALECs' dssumpLiori 
that 9 5 - 9 0 8  of orders should be capable of being placed 
electronically through Verizon's automated systems, is wrong. 
Verizon asserts that, 

Iilt would be neither cost-effective nor, in some cases .  
even possible €or Verizon to mechanize the hand1 ing of 
every  type o€ order. The ALECs'  almost-perfect flow- 
through race could only be achieved i f  the ALECs submitted 
error-Cree orders essentially all the time. In the r e a l  
world, this is eimply not possible. Verizon has 
mechanized many ordering tasks  fo r  many elements, and 
takes account of further potential efficient mechanization 
through its 15 percent productivity improvement factor. 
(Verizon citations omitted) 

Contrary to what the AI.ECs believe, V e i i z o n  w i ~ r r e c r s  R ~ c t i t e ~  
aeserts that manual processing is many times the most ecoiioiiiical 
method when dealing w i t h  complex or low-volume orders.  Many t ~ m e u ,  
it might be the only way. In  its poet-hearing brief. V e i i z o r i  
contends that its NRC study addresses manual activities associated 
with "fall out" due to error and those required for requests w h l o t r  
were "never designed to flow through the aystem. ' I  W i t n e s s  R l c l i t e t  
sta trs, 

* . . they [orders] may not fall out simply because there 
is an error, there may be some orders that the operating 
system is not designed today to process itlsicl 
mechanically. I mean, there are complex orders that, as 
I stated earlier, will never have an electronic method to 
look a t  all of the inputs on a complicated order. Also, 
along with that, it may not be cost-effective to have 
every type  of service order to be sent through 
electrotiically because the cpalltity of those Lypa coriiplcx 
orders is very  small. 

. 
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Furthermore, Verizon witness Richter asserts that the ALECs have 
€ai led to provide eviderice that their proposed automat ion levels are 
attainable Witness Richter testifies that "yoti  can't build 
something electronically to be able to identify everything arid every 
combination that could e x i s t  . "  

Additionally, witness Richter asserts that Verizon 1s 
constantly upgrading i t s  OSS.  In its post-hearing brief, Verizon 
contends that its systems "are designed - -  and continue to be 
enhanced - -  to minimize the amount of human intervention required to 
proccss a UtJE order." The 'witness argues that improvements have 
been made to Eront-end edits, allowing more orders to be processed 
electronically. To the extent that orders do require human 
i litervent ion, for  whatever reason, witness Richter contends that the 
1Ikelihood that additional errors w i l l  be created by i t s  staff is 
m i r i i m a l .  When orders do fall out of the system, a n  order failure 
r p p o r t  i i  qefierated which helps identify potential improvements to 
i t s  OSS. Witr iess Riclit.er contcnde that them failure reports, along 
wi t l r  countless techiological Improvements, have facilitated greater 
f low-through. 

ALEC Coalition witness Morrison states, "Verizon's NRC cost 
model iricludes unreasonable assumptions resulting in NRCs 
substantially higher than would be expected in an efficient 
provis ioning  operation. " As a result, witness Morrison states that 

. the Verizon study should not be relied upon in  its present 
s p a t e  t o  s e t  rates for NRCs in the State of Florida." 

Tlie Coalition contends In its brieE that nonrecurring costs 
sliould b e  based on how things should be done. A s  such, the 
Coalition claims that the disparity between Verizon's and 
BellSouth's rates should be insignificant. Moreover, the Coalition 
coritends that "{tlhe least cost most efEicient way of provisioning 
a IJNE on the least cost  most efEicient network design for each 
company is likely to be very similar." In support, Coalition 
W I  tries33 Darnel1 states that, 

[all1 that matters in the development of UNE rates is how 
the l e a s t  cost most efficient carrier would function in 
this territory. Therefore, the Commission should expect 
that areas with similar characteristics should have 
similar cost based r a t e s .  Given t h e  demographic and 
geographic structure af V e t i z o n - P L  and BellSouth Florida 
t v r r i t o r y  i t  is reasonable  to assume that cost based UNE 
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rates in Verizon-FL territory ehould be slightly leee than 
cost based UNE rates in BellSouth Florida territory. 

The Coalition asserts that there are three problems with 
Verizon's proposed NRCs. They include: 

F i r s t ,  t h i r d  parties cannot properly manipulate the inputs 
to Verizon's model, which makee it impossible to conduct 
a necessary sensitivity analysis. 

. . .  
Second, Verizon's study contains eystemic methodological 
errors. 

Third, all of the methods aeeumed by Vcrlzon €or its 
studies themeelvee have their baeis  in the company'e 
current practices and procedures - in particular, its lack 
of mechanization - as a g iven .  

In support, Coalition witness Morrison states that Verizon's 
proposed non-recurring ratee are not only disproportionate to 
BellSouthls, but that the rates also exceed BellSouth's "by enormoua 
percentages." He believea that we should look to ratee propoeed or 
adopted by commissions in other states to illustrate the "miatake" 
Verizon makes here. The Coalition asserts that the proposed rates 
are neither credible nor verifiable. Furthermore, NRCs must be 
forward-looking, least-cost processes which exclude labor-intensive 
manual processes. Moreover, the Coalition asserts that Verizon's 
evidence lacks supporting documentation and is void of any 
consideration of technological improvements. 

Coalition witnees Morriaon argues that Verizon "has failed to 
consider true forward-looking OSS .- . . I1  He goee on to assert that 
instead of electronic interfaces and mechanisms, manual intervention 
appears to be the norm for Verizon. This human intervention, in 
turn, adde great cost to the proceea. Additionally, " [ w l i t h  
improvements in ayetems and the use of economies of scale and scope 
the ALECs should see a steady etream of rate caees lowering the 
costs to order and provision U N E s . "  Witness Morrison aseerte that 
these systems are currently available and that carriers (both ILEC 
and ALEC) are pursuing mechanization efforts. 
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Coalition witness Morriaon states "system flow-through rates 
are low, [ a t ]  4 0 % .  'I Witness Morrison contend6 that he is accustomed 
to seeing flow-through ratee in the neighborhood of 981.  He asserts 
that a rate between 95-988  would be much more acceptable and common 
than Verizon's. Regardless of Verizonls current flow-through, 
witness Morrison contends that  a flow-through assumption in the 9 5 -  
982 range is achievable and should be used in a forward-looking 
study. According t o  witness Morrison, the Ligure Verizon proposes 
is "indicative of a very inefficient procese." Instead of 
attempting to change the flow-through rates, witness Morrison made 
changes to observed activities and work times. He used this as "a 
proxy for changing the f low-through rate. Witness Morrison 
contends that additional edits at the beginning of the OSS process 
could greatly reduce, if not eliminate errors. 

Witness Morrison asserts that instead OE using electronic 
ordering proceeaes, Verizon utilizes two types of ordering charges, 
"100% Manual" and "Semi-Mechanized. I' The manual charges assume the 
receipt of an order via fax and manual processing. Semi-mechanized, 
on the other hand, assumes that some of the steps involved are 
automated and others performed manually. Witness Morrison contends 
that there ie not a eingle UNE that can be ordered using a fully 
mechanized eystem. The Coalition goes an to assert that Verizon 
representatives are likely to intervene in an order, no matter how 
it is submitted. 

Coalition witness Morrison states that: Verizon's model 18 
"overly-complex" and "remarkably cumbersome. 'I According to witness 
Morrison, he was finally able to recalculate several individual NRC 
elements by inserting different assumptions, but only after many 
hours. During that proceea, witness Morrison reviewed s i x  elements 
and derived new rates.  

Witness Morrison contends that he did not have the necessary 
time and reaourcea to recalculat-e an alternate rate in every 
instance. However, he purporte that his failure to do so should not 
lead to the aaeumption that the remainder of the rates "are accurate 
or juat and reaeonable." Ae euch, witness Morrieon ptopaeee that 
where he htre been able to recalculate a NRC, we ehould adopt his 
propoeed revised rata. For thoae ratee where no revised rate was 
calculated, we ehould use a llreduction factor" to eliminate 
Verizonis alleged over-estimation. The Coalition urges this 
Commiaeion to reduce Verizon's proposed NRCs to "reaeonable levels. " 
According to the Coalition, to do otherwi8e would result In 
rewarding Verizon for inefficiencies, whether intended or not. 
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We note at the outset that Covad's arguments are developed 
through its post-hearing brief. Covad proffered no direct or 
surrebutal testimony, none of its own wirnesses, and has developed 
a record for its assertions herein based only on cross-examination 
at the hearing. 

Covad asserts in its post-hearing brief that '@the entire 
process by which the nonrecurring charge inputs were generaced 
raises doubts about the accuracy of the inputs, . . . # I  Covad also 
identiLies specific problems with the proposed NRCs, including the 
model's inability to be man'ipulated without significant software 
engineering, and an array of techniques and s u r v e y s  whlch prodirce 
estimates instead of de€inite and veriliable woik times. Citing to 
Verizon witness Richter's deposition, Covad adds L t i a t ,  ' ' [ i i l o  metlrod 
that Verizon used to gather task times or create inputs €or its 
nonrecurring cost calculator was statistically validated, nor can 
the inputs be audited by the Commission or any ALEC." In addition, 
Covad argues t h a t  "the Commission has little record evidence t h a t  
can justify reliance on Verizon's lestimated' task times " 

Covad asserts that we should base o u r  assumptions on a forward- 
looking OSS that includes electronic pre-ordering and ordering. 
Electronic OSS should permit orders to flow through Veri z o n ' s  syeLeiii 
without manual handling. Additionally, Covad a s s e r t s  thdc Verizun 
witness Richter's proposed costs are contrary PO the law, ard a r e  
quite simply based on i t s  current OSS. A s  part ol i t s  aigltmrtat. 
Covad asserts that not a single Verizon wi~rresv test 1 f l e d  t l i d L  
Verizon used "the most c € f  icient procese a v a i l a b l e "  - nor explained 
the "aatoniehingly high Eailure rates. Covad also argues that 
Verizon did not account for systems improvements e i t h e r ,  
improvements which it states, "are clearly warranted by technology 
t h a t  is available right now." Instead, Covad conrends t h a t  
Verizon's proposal focuses on costs from an "embedded, 
malfunctioning OSS as it exists today." In support, Covad claims 
that Verizon assumes that no order'will ever pass through a fully 
mechanized OSS. Covad contends that as a result  of such thinking, 
Verizon assumes a 60% fallout rate. 

According to Covad, 

[olne fundamental uriderplnning of a torward- lookrng 
network i s  the recognition that taska that can be 
automated will be automated. Verizon's assumptions fail to 
recognize the need to automate systems, eliminate 
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duplicative work groups and stream1 i n e  its provisioning 
process. 

Covad contends that manual task work triggered by inflated fallout 
r a t e s  should  bc reduced to "acceptable, competitive levels. . . "  
Covad bemoans the fact that Verizon continues to fail to recognize 
the necessity €or automated systems and streamlined provisioning. 
As such,  Covad claims that "Verizon should be allowed to recover for 
manual t a s k s  otily where it has proven that those tasks cannot be 
a i i ro ina ted ."  

LlECISIOt! 

We believe that many work steps outlined in Verizon's non- 
recurririg study appear to be "unnecessary, duplicative, or both." 
Marly of the work times are largely unsubstantiated and often based 
on nhservatiuris of work activities that have no supporting 
dncitrrrcrr~.~t ion Al though Coalition witness Morrison makes numerous 
n i m I i f i i - . ? t  L C > I I ~  L O  V e r i r m i ' s  observations in tils testimony, we do not 
~ I ~ ~ - I I  P S R  1 tipi11 trere,  prefer ing  to provide additional analysis 
tegardtiig w o r k t i m e s ,  observations, required activities, and any 

reI;pliil.liiig adjustments in Section VI 1 1  td)  of this O l d e r .  

kle are riot suggesting that Verizon should not be permitted to 
rproqm1 reasonable costs Eor activities that its employees perform, 
nor do we believe that is the position of any O E  the parties. 
Instead, Verizon should recover reasonable costs for the processes 
tha t  V e r i z o i i  goes through after receipt of a manual order, but only 
w t i e r l  t tiosc processes are reasonably elficient , ALEC Coalition 
wit i iess f . lor  i ison proposes that 

. . . with an eye toward a forward-looking order 
processing system, the procesees Verizon implements after 
rpceipt of a manual order ghould amroach what it  terms a 
semi-mechanized order processing arrangement. Idoreover, 
the processes that Verizon puts in place when it receives 
a semi-mechanized order should approach what would be 
considered a 100 percent mechanized order process 

Clrip CI€ the  inefficiencies witness Morrison alleges is the "redundant 
w n r k "  which he asserts is taking place during order-entry 
a r t  ivities. The witness purports that Verizon's "Review of the 
1,SR;' a p p e a r s  to be inc luded in every s t e p .  He states, 

. .  ORDER NO. PSC-02-1574-FOF-TP 
DOCKET NO. 9906496-TP 
PAGE 200 

I consider this number of LSR reviews to be excessive 
because this type of activity can be deeigncd into eupport 
systems to eliminate this type of redundancy. I would be 
extremely surprised if Verizon's retail service order 
process is BO heavily reviewed by Verizon personnel after 
the information has  been placed in the  electronic ordering 
system. Again, this i s  exactly the type of duplication 
that any process engineer would ~ t r i v e  to remove from a 
syetem when evaluating efficiency and cast savinge.  

Likewise, Covad advocatee in ita brief that manual work time8 
triggered by inflated fallout 'ratce ehould be *reduced to 
acceptable, competitive levele . . .," although I t  never etates what 
levels would be acceptable or competitive. On the other hand, the 
ALEC Coalition proposes flow-through rates far above Verizon'e 402. 
Witneee Morrison states, 

1 would recommend flow-through figures far closer to 955 - 
90b as those are de€initcly achievable figurea that 
Verizon should be striving toward in an effort to reduce 
its own costs. Indeed. in a forward-looking study, theee 
are the efficiency levele that must be aseumed, regardless 
of Verizon's current: level of efficiency. 

We do not expect that every order entering Verizon'e ordering 
system flow through without any manual intervention. We recognize 
that there are orders that may need to be processed manually for one 
reason or another. Verizon witness Richter etates "tilt would be 
neither cost-effective nor, in some cases, even poeeible for Verizon 
to mechanize the handling of every type of order." While we concur 
with this assertion, we aleo believe that  there are circumstances in 
which certain types of orders ehould be proceseed without human , 

interrention. According to a Verizon discovery response, Verizon 
does not have that capability at this time. 

In discuseing OSS enhancements in it8 Non-Recurring Study, 
Verizon contends that, 

[tlhe SMEe and coat team identified planned and approved 
changes in Operations Support Syetems (OSS) that would 
impact the process in each of Verizon's workgroups. OSS 
enhancements increase mechanization/flow through thus 
reducing the level of manual activity aeaociated with 
certain types of orders. 
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Witness Richter asserts that Verizon's 150 efficiency factor 
adjuotment was baaed on productivity reports and input from the 
SMEs, which estimated l'activities which could be improved over 
time . " As discuased in a discovery response I '' [ t] he efficiency 
adjustment ie based on eyetem and process changes that will be 
implemented in the NMC." Additionally, 

Itlhe IS0 productivity improvement is an estimate made by 
NMC support staff. The improvement i s  based on changes 
that would be made to,  the ordering process €lows and 
enhancements made to  the ordering systems via OSS 
projects. The major contributor to the improvement 
results from the proEiciency gained by the NMC 
Representatives. 

We note that the flow-through percentages used in Verizon's cost 
study "are based on planned system enhancements." 

Despite backing the efficiency faceor adjustment, Verizon 
witness Richter's statements lack clarity as to how this efficiency 
factor was actually determined. Witness Richter states, " I  don't 
know that the efficiency gain was based on productivity reports, but 
SMEs would have provided an eetimate of the productivity 
enhancements that  would be gained through some of the  changes that 
would be made . . ." Verizon's evidence is aleo vague in regards to 
potential process improvements. Adding to the confusion, the 
witness discuases additional changes without offering much detail, 
stating that 

[clhanges take place on an on-going baeis. OSS 
enhancements take place regularly. There are changes that 
come from the OBF as new service ofrerings are available. 
Processes change, so there is continuously[sicl change 
taking place. 

Moreover, witness Richter states that "Verizon is continuously 
looking a t  ways to improve the process that is in place today to 
ensure that more and more orders can be processed mechanically." 

On the other hand, Coalition witness Fischer statal 

Iiln a forward-looking network where you assume that the 
firm ie optimally efficient, there should be no need to 
further streamline the corporate Organization that 
eupporte that network. You would assume that that 

corporate organization has been streamlined to t h e  po in t  
where they have a minimal amount of investment in labor 
and capital to support the  network and i ts  services. 

Where an organization is optimally efficient, witness Fischer's  
statement would seem appropriate and well - grounded. However, given 
the record i n  this proceeding, we do not believe that Verizon 1 8  the 
model of an "oprimally efficient'' organization. 

[dlevelopnient of SIGS provides a substantial bene€it €or 
CLECs because o f  the significant improvement in Verizori's 
handling time and the reduction in errors caused by the 
human handling of the orders. Prior to the advent of 
SIGS, the huge volume of L S R s  generated by CLECs were 
received, processed, stored and retrieved manually by 
Verizon, and internal workflow was d l s t r  ibuted and managed 
manually, all of which may have increased the time 
required to process the L S R s ,  correct errors, and retrieve 
the LSRs to input changes or provide e t a t u e  reports to 
CLECs. arid BO on. 

SIGS also increases  the ePEiclency of the llMC b y  
shortening handling tlmes, and thus improving service 

We concur with the Coalition that "[h]uman intervent1011 U L  
manual input seems to be the mode of operation a9 opposed to 
Interfaces between systems ." Moreover, we believe thar. Verizorl's 
attempt to control factore associated with the ordering process 
through t h e  use of manual processes, comes at "great cost" to the 
ALECs .  Verizon's rellance on manual intervention is reflected ~n 
the following statement and tables from Verizon's Non-Recurrlng 
Study. Verizon's study purports t h a t ,  

ltlhc NMC L B  sta f fed  with Service Representatives who ale 
involved in varying degrees with CLECB' pre-orders and 
orders. The LSR processing mode (manual or semi- 
mechanized) used by t h e  CLEC and the complexity of the 
order determine the involvement of Veri zon' s Service 
Representative in the pre-ordering and ordering processes. 
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C L E C s '  prp-orrier requegts  alii1 1,SRs are the cost - t lr fVers  
for the NMC. 

The  cost study provides additional details on NMC Service 
Representative involvement for each order processing mode. The 
required activities associated with each are discussed in Section 
VI 1 1  (dl  . 

Vprrton's system is labor-intensive and one need o r l l y  l o o k  to 
the Non-Recurring Study for verification. The Non-Recurring Study 
offers the Eollowliig inforination regarding manual and semi- 
m r ? r t i a i i i  zecl o r d e r  i117. 

4 LSR - CLEC f a x e s  a tJNE LSR to Verizon. The Verizon 
service representative reviews the fax to ensure a l l  
information it3 complete and accurate. I f  there i s  an 
error, or missing information, the representative 
contacts the CLEC for the correction. The service 
representative then inpiits all LSR informatioil into 
the Secured Integrated Gateway System (SIGS) and 
provides F i r m  Order Confirmation (FOC) to the CLEC. 
The LSR then follows tlie same process as a semi- 
niechanized o r d e r .  

ASR - CLEC faxes a UNE ASR to Verizon. The [Vtrizon] 
service representative reviews the hardcopy ASR to 
ensure all information is complete and accurate. I f  
there are errors, or missing information, the 
representative contacts the CLEC for the correction. 
The service representative then inputs inEormation 
into the Exchange Access Control & Tracking System 
(EXACT). The ASR then Eollows the same process as a 
semi-mechanized order. 

Spmi -mechanized [Order] 

+ LSR - CLEC transmits the UNE LSR electronica1ly. 
Verizori's front-end edits will identify errors and 
return error information electronically t o  the CLEC. 
Once through the Eront-end edits, the  order is 
distributed to a Verizon serrice representative who 
inputs t h e  order i n t o  the National Order Collection 
Velllcle (NOCVl 
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ASR - CLEC tranemite the U N E  ASR electronically. 
When tlie ASR arrivta, certain acreens have already 
been populated by the CLEC; the ecrvice 
representative then populates the remainder of the 
screens. The EXACT portion of the EXACT/TUF 
(Exchange Access Control And Tracking/Tranalator to 
USOCS and FIDS) system captures all the features and 
elements of the eervice requested by the CLEC 
including table-driven critical dates. The order ie 
automatically edigcd by EXACT and the eervice 
representative corrects the error8 ae requested. 

The ordering proceesee described above reflect a eyetem which, 
given currently available technology, appeare to be extremely 
inefficient, if for no other reason than the extcneive amount of 
human intervention which is required. Coalition witnces Morrieon 
goes so Ear a8 to assert that Verizon's system f a i l s  to qualify as 
a TELRIC-based forward-looking 09s. He goee on to etate that 
Verizon'a current system is several development levela below the 
TELRIC standard. 

We do not advocate that ordera must be submitted and 
processed exclusively through electronic methods. In f a c t ,  w e  agree 
with Verizon that there are 

. I . going to be times that those orders need to be 
looked at by a service rep. So there are certain ordera 
that would f low-through and some that wouldn' t 
automatically flow through. 

Additionally, Verizon contends that 

[a1 100% mechanized ordering system is not a rtaliatic 
goal. Verizon will continue to mechanize portion6 of the 
ordering proceee where it makde economic sense to do 80 .  
ordering for principal products, such ae resale, UNE 
 loop^, and line sharing, are currently fully mechanized. 
Certain other activity types are at l e a s t  partly 
mechanized. Complex eervicea, however, will alwaya 
require a certain level of manual intervention. All 
mechanization depend8 upon the complexity of the product, 
the level and nature of the activity rcqueeted on the 
local service request (LSR), and the demand for  particular 
services. I €  the demand doea not justify the expense of 
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mechanization, then it makea sense to process the product 
using a manual or eemi-mechanized flow-through process. 

Although witness Morrison acknowledges that 100% mechanizacion 
of certain proceeeee appears to be "Eeaoible," he states that "from 
a practical perspective, I ' m  not sure how you would get there." 
Based on the record, there is no indication that  any ILEC is i n  a 
position t o  offer 1 O O t  mechanized ordering, or that any party is 
actually advocating such. Moreover, Verizon witness Richter 
asserts that even i f  the. Coalition's proposed changes were 
implemented, costs associated with those changes were not 
contemplated in its proposal. 

Like the Coalition itself, we believe that Verizon's flow- 
through rate is low, and tends to support claims that Verizon's 
system is less than efficient. The record reflects that technology 
is available and is currently being used by other ILECs, which would 
substantially increase Verizon's flow-through rates. At the same 
time, we recognize that flow-through improvements should be 
accomplished through "the use of t h e  most efficient 
telecommunications technology currently available." 47 C . F . R .  § 
51.505(b) (1). 

Verizon'e proposed assumptions and inputs for network design, 
OSS deeign, and the m i x  of manual vereua electronic activities are 
inappropriate without some modification. Verizon's OSS appear8 
antiquated, inefficient, and labor-inteneive. Non-recurring studies 
should be forward-looking, and reflect efficient practices and 
systems. However, this perspective should also be tempered by 
considerations of what is reasonably achievable. We do not advocate 
adjusting the flow-through rates to reflect an updated and efficient 
OSS network in this iaeue. Instead, Section vIII(dl addresses 
specific adjustments to work times and required activities which we 
believe will offset inefficienciee in Verizon's O S S .  Our findings 
will aleo incorporate our approved-changes in all other applicable 
Sections of this Order. 

Thus, t h e  appropriate assumptions and inputs to be used in the 
forward-looking non-recurring UNE studies for determining network 
design, OSS design, and the mix o l  manual versus electronic 
activities, are those approved in Section VIII(d1. We do not adjust 
the flow-through ratea here to  reflect an updated and efEicient OSS 
network. Instead, Section V I f I ( d )  includes specific adjuetmenta to 
work t i m e s  and required activities which will affset OSS 
inefficienciee. 

VI11 ( e ) .  ASSUMPTIONS AND INPUTS FOR LABOR RATES IN NON-RECURRIIJO 
UNE COST STUDIES 

Here w e  examine the appropriate assumptions and inpiics  for 
labor ratea to be used i n  the forward-looking rion-recurring W E  cost 
studies. 

Verizon was asked to identify the specific overhead costs used 
to determine labor rates and to explain how those costs are  
allocated to various labor groups. Verizon states that actual l a b o r  
rates are determined at the end of the year and accurately r e f l e c t  
overhead costs. Verizon uses various labar groups for speci  Eic 
activities such a s  engineering and installatlorl. Einploy~es i n  t t iese 
labor groups are required to use positive time reportiny to report  
their hours, which ensures that no hours are categorized based on a 
default mechanism 

Verizon's labor rates used i n  the cost mode1 consist of Lhe 
following elements: 

Direct Basic is the cost of occupational workforce employees f o r  
basic functional activities such as engineering, coiisti'uct 1011, 

maintenance, and installation. 

pvertime premitiiiI is the o v e r t i m e  preiiiiiiin p ~ i d  to d l  I c i iq' loyccu 
included in the direct baslc category. 

Absent includes the costs associated w i t h  pdid  vdcaLlon d i d  

holidays for employees in the direct basic category. 

Direct Demrtment Emense is the miscellaneous department expense 
directly related to employees, but not chargeable to any otlier 
category (i . e . ,  of €ice aupplles) . 

Direct Surmort and Supervision is the direct cost associated witli 
the immediate supervisors of and staff supporting employees 1n the 
direct basic category. 

Indirect Support and SuDervision is the cost associated W I  t h  
employees above the direct supervisors of employees i n  t h e  direct 
baeic category, but are below the executive l e v e l .  

W c t  Dwprtment E x e m  is the miscellaneous expense €or 
indirect support that io not chargeable elsewhere. 
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Motor V g h i c l e  is the cost directly attributed to motor vehicles 
iricluding parts, rriairiceiiarice, gas, leases, and licensing. 

Tools (Other Work Equipment) includes the salaries of employees 
responsible Eor maintaining equipment. This category also includes 
the purchases O E  non-capitalized equipment and other  miscellaneous 
F! xpe rise s 

Benefits are the company paid costs for such items a s  pensions, 
insurance, employee investment plans, and employmerlr taxes. 

When the ALEC Coalition was asked i f  it proposed any changes to 
V e r i t n r i ’ s  proposed l a b o r  rates ,  its answer wae “no.” 

Based on the limited record on this issue, we find that the 
a p p r o p r i a t e  assumpclons and inputs for labor rates to be used in the 
Eorward-looking non-recurring UNE cost studies should be those 
p3-oposed by Verizon a s  discussed i n  our analysis. 

V I I I ( d ) .  ASSUMPTIONS AND XNPIJTS FOR REQUIRED ACTIVITIES IN NON- 
RECURRING VrlE COST STUDIES 

Next w e  determine the appropriate assumptions and inputs for 
required activities to be used in the forward-looking nori-recurring 
tRlE cost studies. 

According to Verizon witness Richter, costs that support non- 
recurring charges are those incurred in processing and provisioning 
ALEC requests. Verizon calculated its ordering costs in two steps. 
First, Verizon identified the activities that are performed when a 
ALEC places an order. Vexizon utilized work sampling studies to 
determine the time it takes for a National Marketing Center (NMC) 
representative to access the order, review it, apply the appropriate 
charges, arid complete and transmit the order into Verizon’s ordering 
system. According to Verizon’s cost study, the NMC serves as the 
s ingle  point of contact for pre-ordering and ordering local network 
UNEs and UNE-Ps. Witness Richter states that the work time studies 
for the Exchange-Basic loop are based on a sampling o€ observations 
of actual customer service repreeentative activities with a 
statistical confidence level of + / -  5 % .  

ORDER NO. PSC-02-1574-FOF-TP - . .  - 
DOCKET NO. 9906498-TP 
PAGE 208  

Second, Verizon identified separate non-recurring coats to 
capture t h e  significant coete incurred in fulfilling and 
provisioning ALEC ordere. Included in theee coats are the cost of 
the computers used by t h e  customer service representatives and the 
cost oE the land and buildings for t h e  NMcs, where the ordere are 
sent to be processed. Verizon c a l l s  theee the ”NMC Shared/Fixed 
Coste,“ which total $ 1 8 . 4 9  million per year for all of Vcrizon-Wcet. 
Verizon-West repreeente the prior QTE eervice territories. 
Electronically eubmltted LSRe are received by one of three NMCa, 
located in Durham, North Carolina; Ft. Wayne, Indiana; and Coeur 
d’Alene, Idaho. Verizon proposes t o  recover these costa through an 
additional amount included in the non-recurring rate for each LSR. 
Re witness Dye etates, whenever an ALEC p l a c e s  an order involving 
the NMCs, the ALEC‘e “ordering” non-recurring rate fncludce $ 4 . 4 4  
€or recovery oL ehared/Cixed NMC coats. Thie amount was developed 
by taking the annual NMC shared/fixed coets of $ 1 8 . 4 9  million and 
dividing it by the 4 . 1 7 0  million average annual ALEC orders expected 
over the 2 0 0 1 - 2 0 0 5  period. 

According to witness Richter, for the Aeeignment Proviaioning 
Center (APC) and Business Response Provisioning Center(BRPC1 coats, 
Verizon’s cost team utilized varioue work center reports to 
establish the hours expended for  each activity required to provieion 
each type of order, and the volume of activities handled for the 
hours expended. The activity times were multiplied by the Loaded 
Labor Rate (LLR) f o r  the APC and BRPC personnel to develop the 
costs .  The APC hae the reeponsibility for assignment of central 
office line equipment and outside p lan t  facilities for Exchange - 
Basic, Exchange - Complex, and Advanced/Special - Basic UNEs. The 
BRPC hae design/engineering responeibilitiee for Advanced/Special 
UNEs . 

Witness Richter states that Verizon’s cost team documented the 
installation process flows for the central office and outside plant 
activities. Central office acti3ities include running/brcaking 
jumpers on the Maih Distribution Frame (MDF), Intermediate 
Distribution Frames (IDFe), and Tie-Cable Frames. Outoide plant 
work is any non-recurring activity on faeilitiee that occur between 
the central office and the customer’s premises. This includee any 
cross-connect activity a t  the Fecder/Distribution Interface (FDI), 
cross-connect box, pedestal or pole, and Network Interface Device 
(NIDI. According to witneee Richter, Verizon’e cost team then 
utilized time and motion etudies, system reporti, order volumes, 
workgroup hours, and Subject Matter Expert (9MEI estimate8 to 
establish the hours expended for each activity required to install 
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each type of order. 
for the central office and field personnel to develop the costs. 

The activity times were multiplied by the LLR 

A .  Coat DPvelQD me nt, 

According t o  Verfzon'e coat etudy, UNE NRCS were developed by 
Verizon using the following methods of data collection: 

Worksampling and SME estimates for t h e  National Market Center 
ordering activities; . 
Time and motion studies for the National Accounts Customer 
Center (NACC) and National Order/Referral Entry Center (NOREC); 
Time and motion studies, SME inputs and database reports for 
the provisioning activities; 
Time and motion studies for t h e  Central Office Installation 
activities; and 
Database reports and time and morion studies for Field Work 
activities. 

The SMEs and the cost team collected activity times and 
determined task probabilitiee. Activity times are the times 
required to perform UNE activities and probabilities are the 
likelihood that a certain activity will be performed when an ALEC 
orders products and service8 from an ILEC. Using the most current 
Loaded Labor Ratee, the coat team then calculated the costs for e a c h  
type of UNE order ueing the etandard non-recurring cost calculation: 

Coat - Activity Time x Probability x Labor Rate. 

Verizon determined the costs for  orders received both manually 
and electronically. A manual order is received via fax and a 
Verizon repreeentativc reviews the fax to ensure all information ie 
complete and accurate. If there ie an error, or miasing 
information, the repreeentative contacts the ALEC for the 
correction. The service representative then inputs all Local 
Service Request (LSR) information i n t o  the Secure Integrated Gateway 
System (SIGS) , the ordering interface, and provides a Firm Order 
Confirmation (FOC) to the ALEC. A FOC is Verizon's response to a 
aervice order from an ALEC. The Service Representatives in the 
NOREC, located in San Angelo, Texas, enter all faxed orders (manual 
orders) into SXGS. 

ALECe can input LSRs directly inco SIGS through a mechanized 
ordering system at: their location or (iL they do not have their own 
orderlng systems1 through Verizon-West'e Wholesale Internet Service 
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Engine (WISE) via the Internet, which transmits LSRs i i i t ~ )  SIGS 
Verizon states that i t s  front-end edits in SIGS will idenLify errors 
and return error information electronically to the CLEC. Once 
through the front-end edits, the order is distributed to a Verizon 
service representative who inputs the order into Verizon's National 
Order Collection Vehicle (NOCV), where the actual order is created. 

According to witness Richter, there are Live UfJE order types 
processed through LSRs: 

. New - a new order for a local wholesale UlJE 
establishes a UNE or combination €or the first time 
or adds additional lines or telephone numbers at an 
existing CLEC location 
Change - A change order- applies when the CLEC 
requests changes in central o f f  ice switclr features 
for an existing local w h o 3 e s a l e  UPJE; L t i i s  can be 
either a "Change Eeature'' or a "Change Switch Feature 
Group" type order. A Change order also applies when 
the CLEC requeets a chariqe i n  Cent t -a1  Officc 
Conliect ion. 
Disconnect- A disconnect order for a local WhrJlesalr 
W E  appliee when the CLEC requests that all or a 
portion of a local wholesale "3 o r  conhindtion be 
removed. 
Record - A record order appllea when t h e  CLEC ch3nges 
existing records without changing the UNE itself A n  
example of d Record order is a change of the billing 
address. 
Migration - A migration order applies when the CLEC 
requests conversion of an existing UNE comh1Iiatlon: 
Retail to UNE-P and Resale to UNE-P. 

According to witness Richter, there are four categories of UIJE 
orders: (1) Exchange - Basic; - ( 2 )  Exchange - Complex; ( 3 )  
Special/Advanced - Basic; and ( 4 )  Special/Advanced - Complex. 
Whether a UNE fits within an Exchange or Special/Advanced category 
depends on whether or not a W E  requires design and engineering. 
The Exchange category does not require design or engineering. The 
Special/Advanced category requires design and engineering work based 
on variables specific to the order placed by the CLEC. 

Witness Richter statee that Verizon'e ordering procese reflects 
adjustments for flow-through and expected efficiency gains, which 
are applicable to both the manual and semi-mechanized ordering 
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processes. Verizon utilizes SIGS, the ordering interface, to accese 
data from the Verizon ordering system or to transmit orders 
electronically for processing. The order then passes into Verizon's 
National Order Collection Vehicle (NOCV) system where the actual 
order is created. Witness Richter testifies that currently 
approximately 401i of UNE Exchange-Basic orders are mechanically 
generated wlthout human intervention in response to electronic 
orders received €rom the CLEC. This is otherwise known as simple 
o r d e r  flow-through. Verizon has also projected productivity 
impiovenients of 15% in the Nb1C due to planned projects to enhance 
O S S  furicK ionalitiee. Witness Richter etates that the c o s t s  €or the 
tIMC personiicl h a v e  heen adjusted to reflect these enhancements. 

According to witness Richter, Verizon's cost study does not 
assume that all provisioning will be electronic, because neither 
Vprizon nor any other Incumbent Local Exchange Company (ILEC) has 
systems that t a n  provide 100% automatic processing end- to-end €or 
a 1  1 te1e~ornmunicatic)ns requeats. Witness Richter states that while 
marly basic ordering €unctions can be processed mechanically, certain 
activities for all t ypes  o f  orders will remain manual because 
nrechanization costs f o r  every activity would create a situation 
wtiei-e costs €or meclianizatioii exceed manual labor savings 

H i  tness Richter testifies that Verizon also developed costs for 
o t l l e r  CLEC requests or requirements, including: 

CLEC Account Establishment - Verizon establishes the 
CLEC account in each state billing system in which 
that CLEC orders UNEs.  Once a CLEC account has been 
es tab l i shed  for a state, the CLEC may sribmit a local 
service request for processing. 
Coordinated Conversion - used to eetablish a specific 
appointment €or the completion of the service order. 
and wants Verizon to contact it for authorization to 
proceed prior to beginning work, as well as after 
work is complete. 
Hot Cut Coordinated Conversion - this service adds to 
t h e  coordinated conversion by adding the feature that 
the CLEC, the Verizon coordinator and the Verizon 
technicians remain on a conference call for t h e  
duration o f  t h e  service order completion process. . Expedite - reters to a request by a CLEC to advance 
the completion of the LSR earlier than the next 
s tandard due date that ie normally available. 

, I / ,  . I 
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Sidney L. Morrison filed ttetimony on behalf OE  the ALEC 
Coalition to aeseas the reaeonablenese of Verizonle propoaad non- 
recurring coste. Witness MorrIaon, in his direct tcetimony, 8tates 
that he was able to recalculate six individual NRC elements by 
substituting reasonable aaaumptions and inputs where Verizon had 
included unrealistic and overstated time, effort and manual 
processes. 

Witness Morrison state8 that where he ham not been able to 
completely recalculate an alt.ernative rate, a "reduction factor" hae 
been calculated that he believes w e  should apply to those remaining 
non-recurring rates to rid the NRC resulte of the 8ystematiC 
overestimation caused by the Verizon analyeie. Based upon hie 
analysis, witness Morrieon believe6 Varizon's coet model overetatee 
ordering chargee by approximately 5 0 8  and overetatea provieioning 
chargee by more than 66%. Therefore, witness Morrieon believes that 
reduction factore of 5 0 b  €or ordering chargee and 665  for 
provisioning charges should be applied to Verizon'e proposed rates. 

Witnese Morrison believes that Verizon's NRC modele appear to 
be needlessly complex. He states that many work etepe often  appear 
to be unneceeeary, duplicative, or both. Witneae Morrieon believe8 
the work timeo are largely unsubstantiated and are bared on numberm 
of observatione of work activities that have no eupporting 
documentation. Further, those numbere of observations are 
multiplied by a number of minutes for which there is no support. 

Witness Morrison complains that the observations are hard-coded 
into the etudy without any eupporting documentation. He latatee that  
the fact that the values are hard-coded makee it impoauible for 
reviewere to determine their source or veracity. Witness Morrison 
contends that hacd-coded valuee make it imposeible to audit the . 
calculations or reeults arrived at by their use. 

Witness Morrison states that  Verizon develope direct minutes 
for certain work steps by multiplying t h e  number of obeervations for 
each work etep by an arbitrary and unsupported 15 minutea. Verizon 
then grosees-up those minutes by an indlrect percentage factor. 
Witnese Morrieon complain8 that nowhere in the etudieo did he find 
any explanation a6 to why the application of thie indirect 
percentage ia appropriate or neceesary. 

The ALEC Coalition b@lievee that Verizon'e aseertion that the 
indirect percentage must be used in its calculations mince there are 
activities that were n o t  observed, conflicts with the aesumption 
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that the observations already reflect the activities being performed 
by cmployeee during the periods when they were not observed. 

Witness Morrison states that although he is not taking issue 
with Verizon'a flow-through percentage of 4 0 9 ,  he has serious 
concerns given that its uae ie nor. explained in the NRC studies. He 
believee a 408  flow-through percentage is indicative of a very 
inefficient process. Verizon's flow-through percentage applies to 
both mechanized and semi-mechanized orders to reduce activity times 
after the orders are entered into Verizon's NOCV system. Witness 
Morrison recommends a flow through closer to 955 to 9 8 % .  

Witnese Morrison etates that Verizon'a cost arudy does not 
appear to acknowledge the poesibility that an order could be 
proceesed without human intervention and believes this is an 
oversight that the Florida Commission should remedy. Witness 
Morrison is not recommending that Verizon do away with the 100% 
manual form of ordering. 

Witness Morrieon states that Verizon is proposing a manual 
charge of $ 5 6 . 0 7  to order the first unbundled loop on a LSR and that 
it is comprised OC five componente. The five component8 include: 

Establishing a new order 
Establishing a dieconnect order 

e Preordering 
Record order 
NMC Shared/Fixed Coets 

1 .  -1NG A O R D D  

Witness Morrieon etatea that the "New Order" includee manual 
receipt, manual entry,  manual editing, order proceesing, and off - 
line processing etagee of order delivery. The "New Order" component 
accounts for $31.90 of the $ 5 6 . 0 7  NRC for ordering an initial loop 
on a 1001 manual baeie. 

According to witneee Morrieon, Verizon'e "manual receipt of an 
order" includee a large amount OP time dedicated to entering an 
ALEC'8 LSR into a tracking syetem. In the eecond step, manual 
ontry, the LSR ie reviewed and entered into Verizon'e SIGS. Witness 
Morrieon opine8 that in a forward-looking ayetem the entry of the 
order into the ordering interface, SIGS, should automatically 

. 
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populate the ti-acking system. Witness Morrison s L d t e s  tkidt. 

Velrizon's assumption that a Verizon employee will need K O  enter  Lhe 
LSR data first into the tracking system, and then enter  the same 1.SR 
information i n K O  the actual ordering interface is not e f f i c i e n t .  
Witness Morrison testifies that the observations and times 
associated wiLh entry of the LSR into a tracking system a r e  
redundant and unnecessary. 

Witness Morrison states that the third component of a new order 
references mclnual edits performed on the L S R .  The work steps listed 
by Verizon include veriEication steps once any edits have occurred. 
Witness Morrison contends that the edits appear to occur in 
Verizon's SIGS system and therefore t h e  multiple veriEications may 
not be necessary. Witness Morrison also states that there was no 
further support €or the actual work times required for order 
processing and off-line processing. Witness Morrison states that 
the fourth step involves order processing, which involves enterilly 
the new order into Verizon's SIGS system. According to witness 
Morrison, the fifth step of a new order is off-line processing which  
includes activities such as faxing error reports, working with 
di rec tory  listings, and a host of unsiibstantiated activities. 

Witness Morrison points out t h a t  "establi3liiiig d d i  ocoiiiiccL 
order" accounts for $ 1 5 . 7 4  o f  t h e  $ 5 6 . 0 7  €or ordering an i l ~ l t l d l  

loop on a 100% manual b a s i s ;  however, he believes that Verizon h d s  
previously included disconnect coets in the "New Order" component. 

3 .  PREORDERING 

Witness Morrison also polnts out that the preordering compoiieiit 
accounts for $2.52 of the manual initial loop order and s t a t e s  that 
no description of the work activities for preordering is provided 
whatsoever. 

4 .  RECORD ORDER 

The fourth component is the record order which accounts for  $ 1 . 4 8  of 
the $ 5 6 . 0 7 ,  and witnese Morrison believee i t  is duplicative oE 
components already accounted for in other etages of cost 
development. 
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. . .  

5. NMC SHARED/FIXED COSTS 

Witness Morrison describes the fifth component of the unbundled 
loop NRC a3 the rate additive K O  recover Verizon's NMC Shared/Fixed 
Costs, where these orders are processed. Witness Morrison states 
that Verizon estimated costs €or three centers (Idaho, North 
Carolina and Indiana) and then divided chose costs by t h e  number of 
orders i t  expects to process each year. The number of orders is an 
ariniial average of a Eive-year total, 2001 through 2005. According 
to witness Morrison, Verizon has  included a myriad of anticipated 
costs t h a t  are  overstated or simply unreasonable. Witness Morrison 
cites as examples costs related to recruiting personnel and 
ant  icipated employee relocations. 

Witness Morrison testifies that Verizon Florida's portion of 
t h e  EIMC shared and f i x e d  costs of $18.498 million that Verizon 
Florida seeks to recover through ALEC LSR charges is inappropriate. 
Witness Morrisori refers to ALEC Coalition witness Ankum's testimony, 
where he discusses the cost of capital and depreciation assumptions 
i n c l u d e d  in the NMC annual ehared and €ixed costs. Witness Morrison 
states t h a t  i f  the Florida Commission denies the ALEC Coalition's 
~econuneridatiori to reject recovery oL the NMC expenses, then it 
s l ~ o u l d  t e q u i r e  Verizon to adjust these costs to reflect appropriate 
cost of c a p i t a l  and depreciation assumptions. 

Witness I4orrison's alternative recommendation for the NMC costs 
would be €or c i s  to expand the base of ratepayers as the California 
Public Utilities Cominissiori did in its Decision 01-09-063 dated 
September 20, 2001. Witness Morrison states that the California PUC 
applied a surcliarge to Verizon's bills for toll, exchange, and 
accegs services so that the customer surcharge could be smaller by 
using a larger billing base. 

Witness Idorrison describes how he adjusted Verizon's NRCs by 
adjusting the number of observations in order to alter existing work 
times Witness Morrison believes this method of adjusting the NRC 
study to be terribly inefEicient. Witness Morrison states that 
Verizon has developed work times for various tasks by determining a 
number of observations of different work activities and then 
applying a certain number of minutes to those observations. Witness 
Morrison believes this is disconcerting since not all work step 
observations take the same amourit of time. The following describes 
the  detail of how w j  tness Morrison adjusted Verizon's EIRC model. 

C. UNBUNDLED LOOP ACTIVITIES 

1. Exchange-Basic-Xnitial-Ordered 100% Msnual 

Witness Morrison eliminated the  activity of entering the LSR 
into the tracking aystem by setting the number of obeervatione to 0, 
as he believes this task should be done during the order entry 
process for OSS as oppoeed to being done i n  two eteps. Witnees 
Morrison testifies that the manual proceee of two entries creates a 
situation where input errore can cause data mismatches between 
syetems and loet orders that require additional ettpe to resolve. 
Witneee Morrison also reduced the number of obeervatione reported in 
the NRC etudy Lor order entry into 9IGS to 100 entries, which 
brought the  entry time from 12 minutea to 6 minutee. 

Under manual LSR editing, witness Morrieon set the number of 
"verification of changesrr to zero because he believes Verizon's 
electronic system should be able to handle verification activities. 
Witness Morrison aleo eet the number of obeervatione €or 
"verification of f i n a l  steps in SIGS" to 0 and a t a t e e  that thcet 
steps should not be required in a forward-looking eyetem. Witness 
Morrison also reduced the number of obaervatione for "reviewing the 
LSR" to 5 as he believee the number of LSR reviewe to be exceesive 
because this type of activity can be designed into support eystems 
to eliminate this type o€ redundancy. 

Witness Morrison eet the number of obeervatione for "order 
processing €or order entry" from 106 to 60 and etatea t h a t  thie h a s  
the effect of providing for 15 minutes of order entry time. Witness 
Morrison believes that this is more than generous based on his 
experience and t h a t  the syatems should be designed to expedite order 
entry. Witness MorriBon eet the number of obeervatione for + 

"directory listing inquiries for resale LMS corrections" from 299 to 
0 becauee there wae no explanation of t h i e  activity, and from the 
cost etudy description these itenit3 appear to be directory sa le s  
i tems and should not bb performed at the expenme of the ALECe. 

Witness Morrison eet  the "directory lietlng quality check 
revision8 and correctione" from 38 and 154, rcrpectively, to zero in 
both inetancee becauae he bcliever that accuracy would be 
accomplished and expected by a properly deaigned electronic orderinq 
system in a forward-looking proceae. Witness Morrieon also  et the 
number of observations of "service activation reports" to 0, the 
"late order reports" to 0, the "etate projecta obeenrations" to 0, 
and the "miscellaneous dieconnects" to 0. Witneee Morrison etatee 
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that he set all of theae to 0 because no explanations were provided 
as to why these activities were appropriate. Witness Morrison 
believes that these items appear to be reports without a purpose or 
benefit to the processing o€ an ALEC service request. 

For "disconnecee order entry" into SIGS, witness Morrison 
changed the number of observations to 10 because customer 
information is generated during the connect process  and the 
disconnect process generates a disconnect record with minimum input. 
For "manual LSR editing", .witneas Morrison set the number OE 
observations €or reviewing the LSR to 0 because he considers this to 
be redundant work given the other order entry activity. 

For "dieconnect order processing," witness Morrison set the 
number of observations for disconnect order entry to 5 because he 
believes t h a t  disconnect order entry should be a simpler overall 
process, only indicating to business systems that the service is to 
be removed. For "preordering," witness Morrison changed the number 
of observations to 0 becauae no explanation of the actual work 
accivities or a description of why these activities are necessary 
was given. 

Witness Morrison reduced the observations for "recording the 
order" to 0 becauee he believee no supporting information was 
presented for thie process and an electronic ordering system should 
provide whatever reports or recording are needed with or without 
manual intervention. 

For the NMC/Shared Fixed coats, witness Morrison s e t  the 
additive to 0 as he believes these costs are not appropriate. The 
result of all the adjustments proposed by witness Morrison reduces 
the rate proposed by Verizon fo r  ordering a UNE loop on a 100% 
manual basis from $ 5 6 . 0 7  to $29.61. 

2. Exchanue-Basic-Initi a -  1 Ordered .& mi-Mechanized . _ I  

Witness Morrisonla recommended reductions in the semi- 
mechanized ordering process fo r  an unbundled loop, exchange-basic- 
initial, re5Ulte in a rate of $19.23, down from Verizon's proposal 
of $36.91. Witnese Morrison points out that the semi-mechanized 
ordering charge for an unbundled loop is  comprieed of €our of the 
same f i v e  components required for the manual charge which are (1) 
Eetabliehing a new order; ( 2 1  Eetabliuhing a dieconnect order; ( 3 )  
Praordzring; and ( 4  1 NMC ehared/€ixed costs. Semi-mechanized 
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ordering for an unbundled loop, exchange-basic-initial, dces not 
include a record order charge, where as manual ordering does. 

3. Exchanse-Basic-Initial-Service Connection 

Witness Morrison recommends reducing Verizori's proposed service 
connection rates from $102.84 to $ 1 9 . 0 0  for an initial loop. 
Witness Morrison states in his testimony that he believes facility 
assignment is one of t h e  most repetitious tasks in an assignment 
center and technicians becove very skilled in the task. Witness 
Morrison contends that facility assignment should rarely take more 
than 3 minutes. For the central ofLice provisioniiig of a new 
unbundled loop, witness Morrison eliminated the average drive t i m e s .  
Witneas Morrison believes that existing cross-connects can Le left 
up and reused for the next inbound aervice utilizing the  same 
facility and that OSSs for facility assignment support this program 
and can handle this type of cross-connect activity on a f l o w - t h r o i i g h  
basis. Witness Morrison also reduced t h e  time L O  "run ) i i m p e r s ' '  Lo 
2 minutes because he believes the forward-looking network would use 
an efficient common systems main interconnect (COSMIC) cype nid i  11 

distribution frame (MDF). Witness Morrison belleves thls 1s a 
generous time f o r  running junipers on COSMIC MDF conflguratlorlr 
supported by OSSs. Pertaining to fieldwork, Witness Morrison States 
that the technician must place a croas-cc"ect at L t i e  Edclllty 
distribution interface (FDI) and establish that conrlnulty exists 
the customer premise. Witness Morrison states that  In 111s 
experience these activities, including average drlve time and the 
actual work time, should not exceed 40 minutes per inirial c ~ r c u i c .  

4 .  Excharma-Basic-Additiorlal-Serv~ce Connection 

Witness Morrison recommends reducing the aervlce C o t i r i t t C t 1 ~ i l  

charges for an additional loop €ram $100.23 to 59.24 a B  he 
recommends the Bame changes for facilities assignment and central 
office work that he did for the inirial unit. Witness Morriscrl 
changed the number oE minutes Lor each addi t iona l  circuit in the 
field to ten mlnutes because he believes that the techniclan 19 
adding an additional line while installing the original l i r i e ,  
therefore repeating the taek he performed to install the initial 
line while at the aame location. Thue witness Morrison believes 
that installing the additional line is  more eeficient than 
installing the initial line, and recommends ten minutes as a 
reaeonable time lor thie task. 



ORDER YO. PSC-02-1574-FOF-TP 
DOCKET NO. 990649B-TP 
PAGE 2 1 9  

D UNBUNDLED PORT 

1. Fxchanqe-Basic-Lnitial-ordered 100% Manual and Semi- 
--- Mechanized 

Witness Morrison recommends reducing Verizon's proposed 
ordering charges €or an unbundled port from $ 5 1 . 5 4  to $ 2 1 . 2 4  for a 
l o o t  manual order, and from $32.38 to $10.66 for  a semi-mechanized 
order .  klittiess Morrison states that the five components of these 
charges listed previously for the unbundled loop are essentially the 
9aniP f o r  the Unbundled p o r t .  Witness Morrison notes that several O E  
1119 recornmetided changes described for the unbundled loop flowed 
through to the unbundled port calculations, which included charges 
In i -  the manual LSR entry, order editing and off-line processing. 
For t h e  "ordering process" component, witness Morrison changed the 
V e t i z o r i  work time estimate t o  10 minutes, and states that ordering 
a p o r t  difEers substantially from ordering a loop in that there are 
fewer- syFirprri9 that must be acceseed. Witness Morrison also states 
t h a t  f o r  "disconnect order procesaing" for the unbundled port he 
( . t i a i i i y c l  VPI I 7 n r i ' ' i  w o r k  t line estimate to 5 minutes. WirtieRs Morrison 
,rlso ~ l i i i i i i i a t e t i  the NMC additive iricluded by Veriton €or the 
~ri~brinrll et1 port- . 

2. Exchanse-Basic-Initial and Additional-Service 
Connections 

For Uribundled Port - Service Connection Charges, For the  
initial a n d  additional units, witness Morrisoil made changes by 
modiEying t h e  times presented by Verizon for provisioning (i.e., 
facility assignment) the unbundled port for new service installation 
of the i n i t i a l  port and disconnection of service of the initial 
p o r t .  Witness Morrison changed Verizon's estimate of new 
installation times to 5 minutes, and the estimate for the additional 
service connection to 2 minutes. Witness Morrison's recommended 
changes result in Verizon's propbsed NRC rate of $ 4 5 . 6 6  being 
reduced to $ 8 . 8 3  €or the initial service connection for an unbundled 
p o r t ,  and $ 4 4 . 8 4  being reduced to $ 4 . 4 9  for each additional unit. 
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t o  5 minutes and changed the work time to "fax a firm order 
confirmation" to 3 minutea. Witneee Morrison etatee  that operating 
a modern fax machine to send a large volume of paper l e  a relatively 
simple task and thereeore 5 minutes and 3 minutee, reepectively, are 
adequate for two fax tranemiseione. Witness Morrison also changed 
the time to enter a new order t o  1 5  minutes based on hie experience. 

Witneee Morriaon eliminated the time 8psnt on " @ n o r  
correction" as he believed it to be an unncceeeary otep and that the 
order should have been reviewed ae a part of tha Production Order 
Entry eyetem edit8 doing the error correction taek. Witnese 
Morrison reduced the minutea fo r  meBcalatlona and "quality checks" 
to zero for both. Witneae Morrieon bclicvee that these bueinces 
processea are an indication of failure on the part of the ILEC and 
should not be paid €or by the ALEC. 

Witness Morrison reduced the time required to enter a 
disconnect order to 10 minutes, as he believes that disconnect order 
entry is a relatively eimple taek and involves little in building 
data banes  or record e n t r i c e .  Witneno Morrison set tha "error 
correction" and "quality check" work tlmce to zero,  and for the 
"record order" €unction set the minutes for 'manual receipt" of an 
order to 2 minutes. Witness Morrison, under the "record order" 
function, set the number of minutee €or order proccseing to 2 0  
minutes fo r  the  100% manual order, because he believes "record 
orders" are one of the simpler ordera to proceea and require no 
actual work on the service delivered to the customer, but are 
designed to correct record issues relative to customer service. 
Witness Morrison also set the number of minutes for the eemi- 
mechanized "order process" t o  10 minutes because he believes the 
semi-mechanized "order process" should be utilizing efficiencies 
gained from OSS that are designed to epeed up taeke much as order 
processing. 

Witness Morrisonls change8 dbectibed above change the cost 
proposed by Verizon for ordering a DSl/DS3 EEL on a lOOI manual 
basia from $174.68 to $45.01 ,  and on a semi-mechanized b a d e  from 
$ 1 1 5 . 5 4  t o  $ 3 0 . 9 3 .  

( E ) .  Enhanced Extended Links 

1. Initial-Orderins-Manual and Semi-Mechanized 

Witness Morrison also reviewed the NRCs €or the ordering and 
servicp cnnncct ion c o s t 9  €or initial DSl/DS3 Enhanced Extended 
Lir1b.s Wit t ies9 Morrison changed the work t i n i e  for "manual faxing" 

Witnees Morrison propoeed change6 for the earvice connection 
€or an initial DS1 EEL, including reducing t h e  "eervlce order entry" 
rime to 10 minutes, the "facilitiee assignment for Hi-Cap prework" 
to 15 minutes, and t h e  "local loop assignment time" to 10 minutes 
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In l t la l  Add'l 

SI02 I4 $ l o o  3 

$ 4 5  L E  S 4 4  I 4  

s Y 3 1  8 1  n/4 

per occurrence. Witness Morrison reduced the "design group" time to 
10 minutes to recognize the support provided by OSS. Witness 
Morrison also reduced Verizon' s estimate €or "testing" to 15 minutes 
because of the widespread availability and uae of multi-purpoee test 
equipment to expedite testing. Manual S a m -  Initial Add' l  

Mch 

$29 I1 (19 2 1  

$ 1 9  O D  5 8  2 4  

$ 2 1  3 4  ILL b 4  

5 d  I J  $ 4  454 

5 4 5  01 510 93 

For the central office portion of a "service connection" for a 
DS1 EEL, witness Morrison reduced the work estimate to 1 hour based 
on his experience in establishing DS1 service in a central office. 
For the field work portion of a "service connection" for  a OS1 EEL, 
wirness Morrison reduced the time to 1.5 hours based on his 
experience. 

ScrW C O M C C L  

Unbundlmd P o r t  
Exchange- h n i c  
ordaring -1nrc  

Scrv Connmcr 

Witness Morrison, for the "service disconnection" portion of 
t h e  DS1 EEL Service Connection Charge, reduced the "service order 
entry" time to 10 minutes, the "facilities assignment for Hi-Cap 
prework" to 15 minutes, and the "local loop assignment" time to 10 
minutes per occurrence. Witness Morrison reduced the "order entry" 
time to 10 minutes and the "local loop assignment" to a minutes as 
he believes the service order entry process fo r  disconnect 
automacically performs the local loop and facility assignment 
disconnect operations at disconnect. For a disconnect for the 
"design group, I' witness Morrison reduced the minutes to 0 because tie 
believes there are no deeign requirements when a service is 
disconnected. Witneas Morrison, for the "central office 
disconnection times," reduced Verizon's estimate to 30 minutes 
because he believes by i t s  very nature, removal of these circuits is 
efficient. For "dieconnection of the service by field pereonnelrH 
witness Morrison took issue with Verizon's estimate because he 
believes that t h e  only activity that needed to occur was t h e  removal 
of the high frequency croes-connecte and therefore witness Morrison 
reduced the time, including drive time, to 4 0  minutes. 

$ 5 1  5 4  $ 1 2  I d  

The effect o€ the above described changes recommended by 
witness Morrison €or service connection of a DS1 EEL results in 
Verizon's proposed charge of $931.87 being reduced to $ 2 9 4 . 1 1 .  

Table 8d-1 compares Verizon's proposed NRCs with witness 
Morrison's proposed NRCs:  

. 
I 
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I Manual I 

Snhrn.Lx.tlnka 
I C C L I I  

Serv Connect 

Witness Morrison ~ummarizes his test imony by stating tl i . lt  
Verizon's NRC model suffers from many fatal flaws. Witness Morrisoii 
states that t h e  most egregious flaw is verizon's failure to utilize 
simple and direct time and motion studies to support work times used 
to derive its cost estimates. Witneeg Morrison recommends that whei-e 
he has  been able to recalculate more reasonable NRCs, w e  should 
adopt his recalculated charges. Where witness Morrison was not a b l e  
to recalculate, he recommends that w e  reduce a l l  ordering activiry 
NRCs to 5 0 %  of Verizon's proposed rates and all provlsionlng 
activity NRCs to 339 of Verizon's proposed rates. 

Verizon witnees Richter, in h i s  surrebuttal testimony, 
disagrees with witness Morrison's criticism of the hard-coded values 
contained in Verizon's NRC study. Witness Richter states that the 
source information for any hard-coded values can be lound either 
within the "source" column of the study worksheets or, i€ all the 
values in the column are from the same source, in the column header. 
He testifies that notes in the study identify whether a hard-coded 
value is derived from SME input, work sampling study, or time and 
mot ion study. 
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Witness Richter responds to witness Morrison's criticism of 
using an indirect method for determining minutes per order by 
stating that Verizon's development of its work times and related 
cost: estimates is based on sound reasoning and widely-accepted 
survey methodologies. Witness Richter states that, with the 
assistance ol Arthur Anderson, Verizon used a work sampling method 
to develop a weighted average time for each specific activity based 
upoii observations. taken in 15-minute intervals, of all of the 
activities of National O r d e r  Referral/Entry Center (NOREC) service 
rcp lespnta t  ives dur ing  a two-week period. 

Witness Richter also responds to witness Morrison's concern 
reqarding Verizon's u s e  of an "indirect percentage" in developing 
i t 9  work times: 

V c r i z o n  LISPS an indirect percent to capture the  costs 
a , sgr 'c ia ted  wi tli activitiea that normally occur  in 
cnriiiect ion w 1  t h  the provisioning of L S R s ,  but are sirnply 
not captured by the specific activities listed in 
V e r i t o r i ' s  work sampling survey - the reason being that a 
s i irvey  simply cannot capture the panoply of  activitiea 
that service representatives engage in during the course 
of a day For example, often times, when there is an 
error w i t h  an ALEC service order, a representative must 
consult with a supervisor or call the ALEC to remedy the 
discrepancy. Other times, a service representative must 
devote additional time arranging €or expedited treatment 
of a given order. Resolving problems such as this and 
tiaridling special requests were nut included in the work 
sampling survey conducted by Verizon. All of these 
activities, along with many others, are vital to the 
accurate and timely processing of service orders and must 
be accouiited f o r  in any work t i m e  estimates. Verizon's 
indiiect percent is designed'to do jus t  that. 

Witness Richter believes that the primary reason for disruption 
oE o r d e r  Elow-through is input errors, and the chief source of input 
errors is the ALECs themselves. In response to witness Morrison'a 
recommended Elow-through rate of 9 5 2 - 9 8 % ,  witness Richter states 
t h a t  estimating costs based on a flow-through that is much higher 
tliari is actually achieved, eliminates any incentive for t h e  ALECs to 
provide more accurate LSRs €or processing and would deny Verizon 
p t u p e r  cost recovery. Witness Richtsr states that as the ALECs  
become more prolicient, the flow-through percentage will increase, 
thereby lnwer ing the cost of processing the 1,SRs. Witness Richter 
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states that the percentage can be adjusted in the NRC very caefly 
and, moreover, Verizon'e atudy aammea a 1 5 \  productivity 
improvement in the processing of LSRs. 

Witness Richter states that the consequences of reducing the 
number of observatione for one activity to achieve a pre-determined 
result affects a variety of other activitieo. According to witness 
Richter, by arbitrarily reducing the number of ob8crvatione for a 
given activity, witneee Morrison ham wittingly or unwittingly 
distorted the coat eetimatee for a number of associated activiticr 
and the integrity of the entire work time atudy ie eacrificed in the 
prOCeS8. 

Witness Richter criticizes witness Morrieon'e recommendation to 
use a reduction factor of 5 0 %  €or all of Verizon'e ordering NRCe and 
a reduction factor oE 66k  far Verizon'e provieioning activitiea, 
etating there is absolutely no data or analysie to support these 
reductlona; they are based solely on witness Morrimon's purported 
"good senee of the inherent magnitude by which the Verizon coet 
model overestimate6 actual, forward-looking NRCs." 

Witness Richter statee that witnee8 Morri80n8.a reduction of the 
disconnect order entry value based on h i e  view that the dieconnect 
record is generated with minimum input is no t  justified. According 
to witness Morrison, when an ALEC aubmite an order manually, a 
Verizon repreeentative muat populate a variety of fielda with in  SIGS 
with information provided by the ALEC. 

Witness Richter etatee that witneee Morrleon's claim that 
Verizon's preordering activities are not adequately explained is 
untrue. According to witness Richter, Verizon'P NRC atudy 
documentation explains that the preordering function allows the ALEC 
to reeerve a telephone number or a service due date, verify an 
addreea as one in Verizon'e territory, and determine what eervlces 
are available in the central oEfic'e. 

Witness Richter aleo disagreee with wirntse Morrison's 
contention that all order entries should be input in a manner that 
automatically populatee the tracking procase. Witneee Richter 
etatee that the tracking aystem it3 designed to provide an ALEC with 
the  order number and date, and thus does not contain all of the 
information contained within a LSR order. Witneee Richter contend8 
that to automate the  function, ae Mr. Morrison suggeeta, would 
require developing an interface between SIGB and the tracking 
system, which would not be cost effective given the low quantity of 
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manual orders being processed and the limited amount of information 
input into the tracking system. 

Witness Richter a100 disputes witness Morrison's reductions to 
eervice connectiane work times and advanced service requests for 
E E L e .  Witncee Richter states that witnesa Morrison doee not 
appreciate the procesees neceesary ea provide the service at hand 
and the complexity a€ the orders. Witness Richter contends that 
witness Morrison completely disregards the functions performed by 
the span technician, who ig tasked with installing any repeater 
equipment in the circuit - equipment that could be in the central 
office, in the outside plant facility or at the customer's premises. 
Witness Richter states that witness Morrison's description of the 
work activities neceseary to complete an EEL order ignores these 
neceesary activities. 

Witness Richter, in his surrebuttal testimony, states that 
witness Morriaon'a reductions of the times for advanced Bervices 
requescs (ASRs) for EELS are not valid. In response to witness 
Morrison's challenge of the time involved in verifying the accuracy 
of an ASR, witness Richter testifies t h a t  ASRs are very involved, 
mu1 tiple-page orders that require the involvement o €  numerous 
Verizon provieioning departments. Witneos Richter believes that 
witness MOrriEOn ignore6 the complexity of the orders - many involve 
multiple circuital while othera require certain types of equipment 
to be ordered and configurations to be addreesed. Witness Richter 
believes that  Verizon's work times accurately reflect the 
complicated and time-intensive nature of these essential activities. 

In response to witness Morrison's suggestion that jumper cables 
can be run very quickly, witneea Richter atatea that i t  is dependent 
on the existence of a network in which COSMIC frames, or o t h e r  
eingle-sided main distribution frame technology, are widely 
deployed. Witness Richter states that, in t h e  real world, this is 
nor the case; the use of COSMIC frames is very limited in Verizon's 
serving area6 and witness Morrison makes no allowance for the 
additional costs associated with the ubiquitous deployment of COSMIC 
framee. Witnees Richter doee not agree with witneas Morrison that 
jumpers need nor be removed on a dieconnect request because, 
according to witnese Richter, when an ALEC requests a disconnect, 
the jumper must be removed to free up the ALEC'e block, a6 well a8 
the ILEC's loop or port so it can be assigned to a retail customer 
or another ALEC. 
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Witness Richter states that witness Morrison's i e d i i c c  1 0 1 1 s  tu 
the Eieldwork activities are not appropriace. Witness Richter 
believes that witness Morrison's reductions are based on nothiiig 
more than his personal experience, whereas Verizcn's work times €or 
the fieldwork portion are based on the actual t i m e s  collected fiom 
its Standard Time and Activity Reporting. 

Witness Richter does not believe witness Morrison is coriect 
when he suggests that Verizon' s NRCe include numerous iinnecessar y 
verifications for an LSR. .Witness Richter states that not even 
witness Morrison can claim that a trained technician will not m a k e  
any errors in the order input process and as s u c h ,  Verizon's 
verification acLivities will always remain integral to the eff1clerit 
and accurate operation of the order processing and provisioning 
systems.  

Witness Richter does not agree w i r h  witness tdarrison t h a t  oLt- 
1 ine processing involves a host of unsubstantiated activities arid 
states that t h e  off-line processing group is responsible €UA- 

handling the more complicated and complex LSRs, as well as t r a c k i i q  
any special proyects, all of whicti are not typically part of the I S R  
process I 

Witness Richter, in his surrebuttal testimony, star.es C I ~ C I L  
witness Morrison's recommendation to reject all of the riationdi 
market center (NMC) costs is not justified. Witness Richtei 
contends that it is not €easible or practical to combine Verizon's 
retail and wholesale order processing into one center as wltness 
Morrison suggests. Witness Richter states that the wlioleudle 
product offerings to ALECs (e.g., loops, ports, UNE-PY, etc.) becri 
no resemblance to retail product offerings (e.g., resldentlal 
single-line service, etc.) Witness Richter points out that witness 
Morrison was not aware of a single ILEC that provisions its retail 
and wholesale orders out of t h e  same facility and nowhere in his  
analysis does witness Morrison ac'count for the additional c o s t s  
associated with absorbing Verizon's wholesale ordering process into 
its retail ordering process. 

DECISION 

A .  ORDEHTNQ 

A s  witness Richter explained in his direct testimony, the 
studies for the Exchange-Basic Loop are based on d sampling of 
observations of actual customer service representative activities. 
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Verizon states that work sampling is accomplished by monitoring a 
group of  servLce representatives every quarter hour during the 
business day and recording the details of the task he or she is 
coiiducting at t ha t  t i m e .  The underlying assumption, according to 
Verizon, is that the proporcion of time the activity is observed in 
the sample will be the proportion of time spent on the activity in 
gt.iiera1 Witness Richter stated that the basis for  that assumption 
is that, because Verizori was making systematic observations at 15 
m i n u t e  intervals, at the end of the study period those activities 
t h a t  weie oherved most o€tcn were the types of activity that all 
the  representatives would be doing throughout the study period. The 
more observations that you have for a specific activity would mean 
that the activity is per€ormed more often than the other 
o b s e r v a t i o n s  that were made. Verizon s t a t e s  that 35 representatives 
were observed, which represents 18% of those employed as service 
rcpreseritatives. 

' T I i p  fJOREC work Rampling study was conducted by Linda Caeey, a 
fornier  V r ? r i z o n  employee, or1 August 16-20, 1999. Witness Richter 
c o u l d  riot say whether M s .  Casey had any special knowledge or 
tra ir i inq when i t  comes to statistical analysis. Ms. Casey worked 
f o r  Verizon for approximately 30 years during which time she held 
positloris i n  operator services and in the business office area and 
was 111 the costing group prior to leaving the company. The backup 
documwritation Lor the work sampling study was not provided by 
Verizon because the study consists of voluminous paper documents, 
and Verizori states that it would be unduly burdensome and time- 
consuming to copy arid produce all of these documents. 

Wikness Richter states that no work time studies have been 
conducted since 1999 and that due to the ongoing mechanization ot 
thP ordering process, i t  was determined that adjustments to the work 
t i m e s  should be performed via "flow-through" adjustments. Once the 
mechanization process is completed Lor new products such as Line 
Sharing and Line Splitting, Verifon will develop new base work 
times. Witness Richter agreed that the underlying assumption for  
the work time study - that the  proportion oL time the activity is 
observed in the sample will be the proportion of time spent on the 
activity in general - is based on a kind of statistical averaging. 
Witness Richter did not know whether the work sampling study had 
beer1 statistically validated. 

We are concerned with the age of the work t i m e  study and the 
underlying assumptions for the study. Since the observers were 
making instantaneous observations of employees at the beginning of 

each 15 minute interval during an 8 hour day there would aeem to be 
coneiderable room €or error in concluding that the sample is 
representative of the actual time spent on each activity obrrrvad. 
While a time and motion atudy of the activitisr would have msaeursd 
the actual time spent on each activity on a sample baeie, the work 
aampling study methodology doee not yield thie information. It waa 
Verizon's belief that a work sampling study method would be more 
cost-effective because of the multiple activitiee being performed by 
the service representatives. However, a time and motion etudy would 
have provided actual times spent on the activitiee in the study and 
therefore would have been more accurate. Verizon could have studied 
the frequency of occurrences of the activities on a sample b a d e  and 
determined probabilities of occurrence fo r  each activity per oxder. 

The accuracy of the work sampling study hinges on arriving at 
the right proportion o€ obeervatione €or the activitiea included in 
the study BO that the result i e  representative of the activity In 
general. Witness Richter did testify that a time and motion study 
could be used by anyone, anywhere elnce it ie not raetrictivc in 
nature. Witnese Richter could not rule out that a time and motion 
study could have been performed in place of a work eamplt study. 
Witness Richter doee state that there ie a +/-  5 %  atatistical 
confidence level, but did not know i f  the etudy was atatiatically 
valid. Verizon did perform time and motion studiee Eor the National 
Access Customer Center which handles Access Service Requeetfl (ASRe) 
for items such a8 dark fiber, E E L s ,  and certain other complex 
orders. 

Witnese Morrieon criticized Verizon'e use of hard-coded values 
in the NRC study a8 being impossible to audit the ca1culation.g or 
reeults arrived at by their use. Verizon etatee that the hard-coded 
tields are not "values" but rather Inputs. If one number is changed . 
i n  these fielde, it will change any other field it is linked to, and 
the dollar or percentage or any other field that it 1s fed from will 
most likely be changed. We did not-verify the accuracy of the hard 
coded values because they are baeed on data received from SMEe and 
others or the work sampling study lteelf. 

Verizon does include a 1st productivity improvement in the NRC 
study which is an estimate made by NMC'e support etafL. The 
improvement ie based on changee that would be made to the ordering 
process flows and enhancements made to the ordering systems via OSS 
projects. NMC's etaff support personnel determined the efficiency 
gain through office productivity reporte. 
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Verizon has included a 402 flow-through adjustment in its NRC 
etudy for Exchange-Basic orders to recognize orders that are 
mechanically generated without human intervention in response to 
electronic orders received from the ALEC. Witness Richter states 
that manual and semi-mechanized orders receive the same percentage 
adjustment for flow-through for order procesarng. The 402 flow- 
through ie applied to order processing at the NMCs and has the 
effect: of reducing the minutes per order. Witnese Richter, in 
response to why the flow-through adjustment that Verizon makes is 
the same for manual and semi.-mechanized orders, states: 

Once the order ie input, whether it be in our manual 
center or whether it be tranemitted to ua electronically 
by a ALEC, the flow-through happens when it is generated 
into NOCV. It goes from SIGS into NOCV, so it doesn't 
matter if the order ie generated in the manual center or 
at a ALEC center. Once it gets to that point then flow- 
through - - it passes all the edite in SIGS. That is 
where chat flow-through percentage is realized on the 
ordering portion only. 

According to witneos Richter, Verizon has not measured f o r  this 
proceeding the flow-through lor the converse, fallout) to manual 
handling that occurs to an LSR before it reaches the NOCV. 

Witness Richter, in response to a question as to whether there 
is any process change that is being contemplated by Verizon to 
increase or improve front-end edits, atate&: 

Improvements in the front-end edits that is an on-going 
proccee of implementing new edite . . . The Ordering and 
Billing Forum (OBF) nata the atandard as far d e  ALECe on 
what Information is going to be in which cells and so 
forth. Changea are made to thoee front-end edits right 
along with our OSS to accommodate any changes.  If there 
are situations that we can identify where we can 
effectively put in edite up f ron t ,  then, yes, we will make 
effort8 to do that. 

Witness Richter admits that the coat recovery that Verizon is 
seeking in thie proceeding is premised on the present status of 
Verizon'a OSS. Witness Richter atates that: 

It ie an ongoing effort by Verizon to ensure that the 
procese, that the OSS and the front-end e d i t s  and SIGS are 

. 
I -  
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as up-to-date as they can be to catch errors or to fix 
errors or to make sure t h a t  as many of the  ordere as can 
be processed mechanically are processed thac way. 

Witness Morrison, as stated previously, believes that a flow- 
through figure of 95% to 98% is more appropriate, but rather than 
adjust the Elow-through rate, he instead adjusted the observations 
as a proxy €or changing the flow-through rate. W e  believe a proper 
flow-through rate in a forward-looking study is somewhere between 
4 0 8  and 90%,  but we do not gpprove adjusting the flow-through rate 
as a means of adjusting UNE NRCE. 

Witness Morrison i s  correct that Verizon's NRC study w a s  v e r y  
difficult to use and extremely time consuming to analyze due in part  
to the source and destination reference8 shown on each page not 
containing t a b  references and page numbers. Instead, a l e ~ t e i  
coding was used that required constant reference to an ~ n d e x  K O  
ascertain che appropriate source or deetinat ion page number. kle 
also found that: the study contained unnecessary layers tihat m d d c  
analysis more time-consuming. 

Witness Morrison was criticized for changing the number ot 
observations for certain taske t h a t  had the effect of changing not 
only productive time, but also an indirect percentage that I S  
a p p l i e d  to productive time since the indirecl percentage 1s 

calculated by dividing indirect time in to  productive time. We L I I I ~  

that specific adjustments ehall be made to the s i x  NRCs analyzed Ly 
Coalition witness Morrieon and approve adjusting the activity t ilhe3 
by keeping the same indirect percentage as developed by V e r i z a r l .  
since the relationship between productive time and indirecr time 
should remain the same. Verizon's activity times included in their 
NRC study ale con€ldential. 

1. E S T A R U H I N G  A NE W OR= 

Manual LSR Receipt - We agree with witness Morrison's 
elimination OE  the manual process of entering the LSR in the 
tracking system aa theae costs appear to be redundant wl th  
entering information into Verizon'e SIGS. 

Manual LSR Order Entry - Witness Morrison reduced the order 
entry time into SLGS significantly to about six minutes. We 
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Eind nine minutes to be a reasonable order entry time to 
recognize that OSS is designed to avoid or minimize manual 
ent rfes. 

Manual LSR Editing - We agree with witness Morrison on the 
elimination of verification of changes in manual order editing 
and the veriEication of the final steps in SIGs. Modern 
electronic ordering systems should be able to handle these 
v e r i  € 1  cat ions. 

Order Processing - Witness Morrison is correct that a reduction 
in the time f o r  reviewing the LSR is warranted. However, we 
f i n d  it appropriate to decrease the time to 3.5 minutes per 
order instead of 1.5 minutes as suggested by witness Morrison. 
The number of reviews appears to be excessive, as there is a 
review w h e r i  the order is entered. While witness Morrison 
r e d u c e s  order  entry for order processing to IS minutes, we 
n p p t o v e  2 0  minutes an a reasonable time for order entry. 

Off -line Processing - While witness Morrison eliminated the 
time incurred €or directory listing inquiries for resale of 
Local Measured Service ( L M S ) ,  and directory listing quality 
check revisions and corrections. these directory services are 
properly iricludeti in the NRCs ae being necessary t a s k s .  
W 1  t ness Morrison a1 90 excluded t h e  time aseigned to s e r v i c e  
activation reports, late order reports for projects, state 
projects ,  and miscellaneous disconnects. We concur, and 
exclude these costs i n  the NRCs as being unnecessary. 

2 DISCUNNECT 

Manual LSR Receipt - We find it appropriate to adjust this 
category corisistent with establiehing a new order. 

Manual LSR Order Entry - We reduce the time Eor disconnect for 
this category as we believe the customer inEormation is 
generated into SIGS when a manual connect order occurs. 
However, we reduce the time t o  2 minutes per order as the time 
needed to enter the order into SIGS. 

Manual. LSR Editing - We eliminate the time f o r  review of the 
LSR a9 t h i g  s t e p  is redundant with the order entry process. 
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Order Proceesing - The time for order entry shall be reduced to 
10 minutes fo r  dimzonnect t o  reflect that  the disconnect 
process should be an easier process than connection. 

Off-line Processing - We approve changee for this category 
consistent with the off-line processing deecribed above fo r  
ordering. 

Here, we eliminate pre-ordering charges for semi-mechanized 
orders. Verizon's NRC study narrative e t a t e e  that pre-ordering 
coete are applied on a per order baeie to the manual pre-ordering 
activities and that semi-mechanized pre-orders are not charged. 
However, throughout Verizon'e etudy, eemi-mechanized ordering costs 
include a pre-ordering charge. Thue w e  eliminate the pre-ordering 
chargee included in ecmi -mechanized order#. An the ALEC Coalition's 
brief points out, Verizon ha8 rtated that it ha6 provided ALECs with 
the ability to query in an electronic format all information 
necessary to process a pre-ordering request. ALECs should not be 
charged for pre-ordering electronically, when they are performing 
the pre-ordering Eunctions themselves. Verizon does apply an 
occurrence rate of 5 0 %  to the $ 5 . 0 3  preordering rate to arrive at a 
$ 2 . 5 2  coet t h a t  Veriton includes i n  manual and semi-mechanized pre- 
ordering. We approve inclusion of the manual $ 2 . 5 2  cost only. 

4 .  RECORD ORDER 

We approve adjusting this component for manual receipt and 
order processing consistent with thoae Bame categories described 
above. 

Witness Morrison, test i f ice  - that all of Vcrizon'a NMC 
shared/Eixed coats should be excluded or, as an alttxnativc, should 
be spread over a larger ba8e of cuetomere. Witncae Morrison sta te8  
that t h e  NMC coats include items much a8 recruiting personnel and 
employee relocations, and that the costs are overstated bccsuec 
improper coat of capital and depreciation rate8 are uecd. Witntse 
Richter e t a t o 8  that the NMC coeta themselves are estimates and baecd 
on a business case that would have included all of the iteme that 
are neceeeary to turn up and make a center functional in order to 
receive LSR request8 from the ALECe. Witness Richter etatea that 
V e r i z o n  had to rely on outeide vendore and contractors that would 
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have provided the costs to be incurred, since there were no NMCs 
that existed before. 

The NMC coats included in Verizon's study, which add 5 4 . 4 4  to 
the unbundled loop, unbundled port, W E - P ,  and subloop NRC rates, 
ehall be reduced to recognize t h a t  the costs were determined in 1996 
and included estimates and charges €or cost of capital and 
depreciation that w e  have not approved. Verizon applies a t o t a l  
annual charge factor to the building, furniture, and computer costs 
on a per center baaie. Included in the annual charge factor is a 
capital factor which incorporatee depreciation and a rate o€ return 
of 12.95% and income and property tax factors. T h e  detail 
supporting these factors was not included in the NRC study. 

The  NMC shared/fixed rate of $ 4 . 4 4  shall be adjusted to 
reflect the removal o€ recruiting and relocation costa, and the 
changes to depreciation and cost of capital as discussed i n  Sections 
V I I ( b )  and VII(c1. The recruiting and relocation costa are 
implementation costs that ehould not be continually charged to 
ALECs .  We adjuat the annual charge factors €or each location by 
101 to estimate the impact of t h e  recommendations in Section V I 1  (b) 
and VII(c). We believe theee adjuetmente to the NMC Shared/Fixed 
costs are conservative and approve reducing the additive to $3.80. 

Semi-mechanized orders contain the same five components as the 
manual process: 

1. ESTABLI_HING S A NE W ORDEq 

Semi-mechanized does not include the Manual LSR Receipt, Manual 
LSR Entry and Manual LSR Editing components. The same adjustments 
recommended above for manual order processing and ofE-line 
processing Elow through to the new eemi-mechanized order. 

2 .  c -  

Disconnect for semi-mechanized includes order proceseing and 
offline proceeelng; we approve the eame adjustmente f o r  order 
procceeing and off-line proceseing previously described for manual 
ordere . 
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D .  UNBUNDLED LOOP - SERVICE CONNECTIOtJ - EXCHIUJCE - B A S I L  
JNITIAL 

1 .  FEW SERVICE 

Witness Morrison recommends reducing the time €or Eacilities 
assignment to 3 minutes for t h e  "new" component. Witness Morrison's 
recommended reduction i s  substantial. We find t h a t  a more modest 
reduction Lo 10 minutes is more reasoliable to recogiiizc.  ttie 
availability of mechanized systems arid t h a t  ttie process o€ asr ign i i ig  
facilities in repetitive, and approve the same. 

2 .  DISCONNECT 

Hi t ness Morrison recommends reducing the time for di sco~ii~ec't 
under the facility assignment category to 3 minutes, which 1s a 
significant reduction. We approve a reduction to 6 minutes a s  mole 
reasonable for  the same reasons cited for new service. 

3 .  CENTRAL OFFICE - NEW SERVICS 

We decline to eliminate the average drive time per 
line/circuit for running jumpers that witness Morrison recommends. 
However, we do believe t h a t  a reduction to the t i m e  €or runriiny 
jumpers per line/circuit is appropriate. Witnees Morris011 
recommend8 a reduction €or t h i s  activity to 2 minutes, which 15 d 

substantial reduction. We Find a reduction to 5 minutes would be 
more reasonable to recognize improvements in technology s u c h  as 
COSMIC. We d o  not eliminate the time f o r  disconnect as wlt ihes8 
Morrison recommenda, as we believe that this function 1s necessdry. 

4 .  F I E L D  INSTALLATION - NEW SERVICE 

We believe it appropriate to reduce the fieldwork portion o l  
the calculation f o r  installation of' a basic unbundled loop. Witness 
Morrison recommends a reduction to 4 0  minutes, which is a 
significant decrease. We approve a reduction to 60 minutes. 
Verizon agreed that an error was made in linking t h e  work times for 
fieldwork to Verizon'a summary pagee and here we correct the error. 
We make no adjustments t o  the disconnect cost for this item. 
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E .  UNBUNDLED LOOP - SERVICE CONNECTION - EXCtIANGE- BA,SIC - 
ADDITIONAL 

He approve the  same reductions €or an additional unbundled loop 
- service connection as we did for  the initial service connection 
for an unbundled loop for Eacilities assignment and central office 
work. F o r  fieldwork for an additional line, witness Morrison 
reduces the activity to 10 minutes, but we f ind  a reduction to 60 
minutes is more appropriate. The installation of an additional line 
should be more eEficient than the installation oE the initial line. 

F QPDERlNE - MANLJA L AND wf -MECHANIZED : UNBUNDLED - PORT - 
EXCHANGE - BASIC - INITIAL 

1 .  ESTABLISHING A NEW ORDER 

'I.tiP saiiie reductions recommended for the initial basic unbundled 
loop would also a p p l y  to ordering ports, except for the order 
p t  ociess 1 rig f tinct ion. Wi tness Morrison recommends a s igni E icant 
reduction i n  the time for order processing, to 10 minutes, because 
lie s t a t e s  there are fewer systems that must be accessed compared to 
ordering a loop. We approve reducing the order processing time to 
20 i n i n u c e s ,  as w e  believe that ordering a port should be easier than 
ordering a loop. We note that the minutes per order for order 
processing were provided by NMC StaEE Support Personnel rather than 
provided by a work time study. 

2 PXSCONNECT 

W e  approve the reduction of disconnect order processing to 5 
minutes for the 9dme reasons noted above for establishing a new 
order. 
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for the unbundled loop, though hie teetimony dots not address this 
item. 

5 .  N-, 

We approve the same reductions aa described for  unbundled loop. 

G. UNBUNDLED PORT: SERVICE COWCTION-- 

Initial and Additional - Witnaia Morriaon'e reduction in time 
for the initial service connection of an unbundled port to 5 minutee 
i s  a very significant reduction. We apprave a time of 15  minutee an 
a reasonable time for this function. We aleo approve the eame 
reductions to central ofEice as described for unbundled loop. 

ONNECT 2 .  pxsc 

Witness Morrison's reduction to 5 minutea for t h i a  activity is 
also significant. We approve a reduction to 10 minutes for this 
service as a more reasonable reduction. 

H. ENHANCED EXTENDED LINK (EEL) 

The work times proposed by Verizon and the ALEC coalition 
appear to be extreme in moat cams. Appropriate work times should 
re€lect reasonable aeeumptione, not extremce. Specifically, the 
work timee in a cost study should reflect realitice (i.e., there may 
be timee when all systems and proceeees work as designed and orders 
are error-free, and there may be other t i m e  when the procesacs and 
procedures do not work aa planned and orders will be overly complex 
and riddled with error). 

. 

3 .  PRE-ORDERING 
I .  Orderins - DS1/ DS3 BEL -'loo% Manual S U  

We fiiid that pre-ordering charges shall be eliminated for semi- 
mechanized for the same reasons as discussed previously €or 
unbundled loops. 

4 RECORD ORDER 

We make no cliarqes to Verizon's reported minutes per order for 
this activity other than for manual receipt and order processing, 
corisistent with unbundled loop. We assume that witness Morrison 
eliminates this function for reasons similar to h i s  recommendation 

1 .  NEW ORDER 

Faxing - Witness Morriaon recommend6 reducing the work t i m c e  
for manual faxing to 5 minutes and the time to fax a firm order 
confirmation (FOCI to 3 minutes. Thcet times arc significantly leae 
than those  proposed by Verizon (Verizon's epecific times are 
proprietary). Witness Morrison contends that "Operating a modern 
f a x  machine to send even a large volume of paper is a relatively 
simple task considering the technology available today." Verizon 
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did not speciEically addrees this aaaertion in its rebuttal 
test icnony . 

We do believe that faxing is a simple task and the work tunes 
included in the Verizon study are excessive. However, there may be 
times when even a eimplt fax can be problematic. A s  euch, witness 
Horrieon'e times may be overly optimistic. Therefore, we find thar 
a reasonable assumption would be 15 minutes for a manual fax and 4 
minutes to fax a FOC. 

New Order Entry, Escalations & Quality Checks - T h i s  is a prime 
example of the extremes in work time proposals presented by the 
parties. ASRs are complex orders, and in many instances may cake 
longer rhan 15  minutes to enrer. tiowever, we are not convinced that 
the work time proposed by Verizon is reasonable. We find that 30 
minutes on average would be an appropriate input. The 30 minute 
work time would be a balance and represent circumstances when some 
ASRs would be more complex but other times when they would be less 
complex. 

With regard to error corrections, quality checks, and 
escalations, we believe that Verizon's times are excessive. 
Moreover, it appeare that these job functions may overlap one 
another. While we agree with Verizon witneaa Richter that the 
representative who takes and creates the order has to precisely 
input all the particulars of the ALEC request, we do not believe 
that numerous quality checks are efficient or necessary. The steps 
outlined by Verizon to achieve a complete and accurate order do not 
reflect an efficient provider. As auch, we €ind that the time for 
error correction should be 10 minutes, escalations checks should be 
1 5  minutes, and no time should be included fo r  quality checks. 

Production Order Entry - With 'regard to the disconnect porrion 
of the ordering charge, witness Morrison reduced the time required 
to enter a disconnect order to 10 minutes. It appears that there is 
disagreement aa to whether or not entering a disconnect order is a 
eimple or complex activity. We find that neither party provided 
eignificant eupport for their respective position. As such, we find 
that 20 minutes is an appropriate work time input for this taek. 
Error corrections ehauld be 10 minutee and there should be no time 
included fo r  quality check for the same reasons cited above. 
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3 .  RECORDS ORDERS 

Manual Receipt - Witness Morrison set  the minutes for " m l  
receipt of an order to 2 minutes. We find 19 minutes t o  be 
consistent with the recommended activity time for new orders. 

Order Processing - We approve rhe reduction o €  this function K O  

20 minutes for the l O O O  manual order, as record orders should  be a 
relatively simple process. 

Semi-mechanized Order Process - Witness Morrison ser the nimhrr 
of minutes to 1 0 .  We find appropriate the same time as under manual 
order processing, or 2 0  minutes. 

Service Connection - Initial- DS1- EEL- Witness Morrison a l s o  
suggested several adjustnients be made to Verizon's I I ~ ) U L S  foL 
Service connection charges for an initial DS1 EEL.  As was the case  
for ordering work times, Verizon's service connection work ~ i m e s  are 
also proprietary. 

Order entry - Witness Morrison recommends reducing tlie activity 
time to 10 minutes, as he believes that forward-looking OSS improves 
e€ficiencies for order entries. We agree that there s h o u l d  be some 
e€Eiciency benefits, but find 2 0  minutes to be more approputate Lor 
this activity. 

Facilities assignment fo r  Hi-Cap prework - Witness Morrisoil 
recommends a substantial reduction to 15 minutes for this activity 
We find a more appropriate time to be 4 0  minutes LO recognize OSS 
e€ficiencies. 

Local Loop Assignment - Witness Morrison recommends a reduction 
in the time fo r  this activity to 10 minutee per occurrence, which 1s 
a very aignlficant reduction. We approve a reduction to 90 minutes 
as a more reasonable reduction to recognize OSS efficiencies. 

Design Group - Witness Morrison reduced Verizon's design group 
time to 10 minutes, which is also a very significant reduction. We 
approve a reduction to 60  minutes a s  being more reasonable f o r  tlie 
aame reasona cited above. 

Teeting - Witnese Morrieon reduced Verizon's testing tlnre t o  
15 minutes because of the wideopread availability and use o€ multi- 
purpose teat equipment ueed to expedite testing. This again was a 
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significant reduction when compared to Verizon's proprietary data. 
We approve a reduction to 40 minutes, 

Central Of€ice Work - For t h e  central office portion of a 
service connection for  t h e  DS1 EEL, Verizon includes several hours 
o€ work time. Witness Morrison contends that based on his 
experience, establishing a DS1 eervice in the central olfice 
involves two to three cross-connects: One cross-connect on the MDF 
from the DSX panel, cross-connect points to the facility, and one or 
t w o  DSX pariel cross-connects,, and a continuity test. The witness 
h e l i r ? v e s  that th i s  work can e a s i l y  be accomplished in an hour and as 
such reconimerids reducing Verizon's estimate .to one hour. We find 
that a more reasonable t i m e  to accomplish this activity would be two 
I iuurs . 

F i e l d  Work - Witness Morrison also disagrees w i t h  Veriton's 
input €or the field work portion of the service connection €or a DS1 
EEL. \ I +  rrrritends t h a t  based on his  experience, the field technician 
w o u l c l  need to establish high frequency cross-connects at the serving 
area  interface or t h e  feeder/distribution interface and then deliver 
t l i e  service to the ALEC at the customer premise. He believes t h a t  
t l i is  work should take no longer than 1.5 hours to complete. We 
a r i i r o v e  t l i i s  reduct ior i .  

J SERVICE DISCOMJECTION - DS1 EELS 

S e r v i c e  Order Entry - Witness Morrison recommends a reduction 
to 10 minutes: however, we approve a more reasonable time of 20 
minutes, as also approved above €or new service order entry. 

Local loop assignment - We approve a reduction for this 
activity time to 0 .  

Design Group - Witness Morrison reduces this activity time to 
0 .  We approve reducing the time to 1 hour as we did above for new 
ner vice. 

Central Office - Witness Morrison reduces the time for central 
office service disconnection to 30 minutes because he believes that 
by i t s  very  nature removal of these circuits is efficient. We find 
tha t  30 minutes for this activity is appropriate. 

Field Work - We approve a reduction for disconnection of the 
EEL9 by field personnel to 4 0  minutes. 

ORDER NO. PSC-02-1574-FOF-TP 
DOCKET NO. 990649B-TP 
PAGE 240  

K .  U E R  NRC E L E M W  

W e  believe that the other NRC element8 that  have not been 
addressed to this point ehould also be adjueted, aims many of the 
remaining NRC elements either uae the aame NRC coete  or are closely 
related. Witneee Morrison recommended reducing all NRCe that he wae 
not able to  recalculate by 502 for ordering costa and 66% for 
provieioning costs. We followed a somewhat similar approaoh, baeed 
on the epecific reductione as discueeed below. 

1. WBUN DLED LO OP 

Ordering - We approve reducing the exchange basic-eubeequent, 
exchange-complex, advanced-basic, and advanccd-complex minutee and 
coate per order baaed on the reductione prsvioumly approved for 
unbundled loop-exchange-baaic-initial, as the components for these 
NRCs are eimilar. The result would be a reduction in Vbrizon's 
minutea per order and costs per order of approximately 252 for both 
manual and semi-mechanized. Based on our calculatione far unbundled 
loop-exchange-basic-initiall the dieconnect coete should be reduced 
by approximately 3Qt f o r  both manual and aemi-mechanized. 

Service Connection - W e  approve reducing the corresponding 
service connection minutea and costa per order for the above 
deecribed elements by approximately 5 0 %  baeed on OUT findfnge for 
exchange-basic-initial diecussed previously for both initial and 
additional units. The corresponding dieconnect t imes and therefore 
costs should be reduced by 302 for both initial and additional 
units. 

2 .  IJ?4BUN DLED PORT 

Ordering - We approve reducing the exchange basic-subeequent, 
exchange-complex, advanced-basic, and advanced-complex minutes and 
coete per order based on the redbctione previously approved for 
unbundled port-exchang'e-baaic-initial, am the componente for theae 
NRCs are aimllar. The reault would be a reduction in Vcrizon'r 
minutee per order and the NRC costs of approximately 302 for both 
manual and eemi-mechanized. Based on our calculatfone for 
unbundled port-exchange-basic-initial, the disconnect coete ahould 
be reduced by approximately 302 for manual and 201 €or semi- 
mechanized. 

Service Connection - We approve reducing the corrceponding service 
connection minutes and coats per order for the above dcecribed NRC 
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elements by 4 0 #  baaed on our findings for unbundled port-exchange- 
basic-initial discueaed previouely for both initial and additional 
units. The corresponding disconnect minutes and coats per order 
should also be reduced by 4 0 %  for both initial and additional units. 

7. UNBlRJDLED HOUSE AND RISER 

We approve the same reduction percentages as descr ibed  above 
for unbundled loop for both ordering and service connections as a 
reasonable surrogate. 

8 .  ENHANCED EX TENDED LINK S (EELS)- 
Ordering - We find it appropriate to reduce the exchange basic- 

subsequent, exchange-complex, advanced-basic, and advanced-complex 
baaed on t h e  adjustments previously approved Eor both unbundled 
loop-exchange-baeic-initial and unbundled port-exchange-basic- 
initial. We base our reductions for UNE-Ps on both basic loop and 
basic port einca a UNE-P NRC includeB both. We conservatively 
approve a 2 5 t  reduction in Verizon's minutes and costs per order €or 
WE-P. 

Service Connection - We approve reducing the corresponding 
service connection minutes and costa per order €or t h e  above 
described eltmente by 4 5 1  for  both initial and additional units, 
baaed on a blending of our approvals for exchange-basic-initial 
discussed previouely for both unbundled loop and port, manual and 
semi-mechanized. 

4 .  SuQLQQPS 

We approve the 8ame reduction percentages a0 described above 
Cor unbundled loop €or both ordering and eervice connections a9 a 
reaeonable eurrogate. 

5. 3 

Here again we approve the ~ a m e  reduction percentages as 
described above Lor unbundled loop for both ordering and service 
connectione at3 a reaeonable eurrogate. 

6. UNBUNDLE D N I D  

We approve the aame reduction percentages as described above 
for unbundled loop fo r  both ordering and service connections a 0  a 
reasonable surrogate. 

We approve reducing EELs minutea per order and the 
corresponding cost per order consistent with w h a t  was recommended 
for EELs, DS-1 and higher, for Advanced-Basic categorles, DSO 
categories, and C)Sl/DS3 categories. The resulting reduct ions are 
4 0 5  Lor manual and semi-mechanized ordering and 409 €or  service 
connection-initial order. These percentages are conservative aiid a 
reasonable surrogate for making reductions to the EEL caregorles 

9. INTER-OFFICE DEDICATED TRANSPORT 

We approve reducing the minutes and COYCS per c i r t i c L  111 I l i t -  

Advanced-Basic and Advanced-Complex categories consisterit: W I  t i l  rl!e 
reductions recommended above €or EELs for both the ordering a i d  
service connection-initial unit. We believe che EEL reductlons to 
be a reasonable surrogate for making reductions to Inter-oflice 
Dedicated Transport. 

10. CLEC DEDICATED T W S P O R T  

We approve reducing the minutes and costa per order in The 
Entrance Facility/Dedicated Transport categoriee consietent wlth the 
percentage reductlons recommended above for EELS for both arderl l lg  
and eervice connection-initial unit. Here again, w e  belleve the EEL 
reductions to be a reasonable surrogate f o r  making reductlons to 
CLEC Dedicated Transport. 

1 1 .  SIGNALINQ SYSTEM SE VEN LS.571 

We approve reducing the mlnutes and costs per order  for 
facilities and trunks, trunks only, and STP Ports consistent w l c h  
the percentage reductions recommended for EELs €or ordering and 
service connection-initial unit. We find the EEL rediictisns to be 
a reasoriable Yuiroyate €or nrakiriy reductions to SS7. 
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12 DARK FIBER 

We approve xeducing the  minutes and costs per order Eor the 
advanced service categories €or dark fiber consistent with the 
percentage reductions recommended fo r  EELS €or ordering and service 
connection-inltial unit. We Eind the €EL reductions to be a 
reasonable surrogate €or making reductions to Dark Fiber NRCs. 

13 COORDINATED CONVERSIONS 

We approve reducing the minutes and costs per order for the 
exchange and advanced minutes per order consistent with the 
percentage reductions made €or the ordering o€ an unbundled loop €or 
both manual and semi-mechanized. We believe the reductions to the 
ordering of an unbundled loop to be a reasonable surrogate €or 
m a k i n g  reductions to Coordinated Conversion costs. 

1 4  HOT-CUT COORDINATED CONVERSIONS 

We approve reducing the minutes and costs per order for the 
exchange and advanced minutes per order consistent with the 
percentage reductions made fo r  the ordering of an unbundled loop for 
b o L h  m,anual and semi-mechanized. Again, w e  believe the reductions 
to the ordering of an unbundled loop to be a reasonable surrogate 
f o r  making reductions to Hot-Cut Coordinated Conversion costs. 

15. EXPEDITES 

W e  appi -ovc  reducing the minutes and costa per order €or the UNE 
Loop/ Port - Advanced Services Consistent with the percentage 
reductions recommended for VNE-P as deacribed above Eor both manual 
and semi-mechanized orders We also believe the reductions to UNE-P 
to be a reasonable surrogate for making reductions to Expedites. 

1 6 .  OTHER CHARGES 

We approve reducing the CLEC Account Establishment minutes and 
costs per order by SO2 as the minutes appear to be excessive €or 
this activity €or both manual and semi-mechanized orders. 

L. DISCONNECT CHARGES SEPARATELY STATED 

A comparison of rates between Verizon's proposed NRCs and the 
BellSouth approved rates was made during the hearing. Verizon is 
proposing a D S - 1  loop NRC of $64.43, which is s i x  times higher than 
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BellSouth's approved NRC for DS-1 of $10.73. Verizon witnces Dye 
refers to the BellSouth case where BellSouth was ordered to 
negotiate with the ALECs a eeparate disconnect rate,  and remove the 
dieconnect charges from the initial connection charge. Witnees Dye 
states that the disconnect charge for ordering a DS-1 I s  $15.74, 
which i f  excluded would make tho manual ordering charge $48.69. 
Witness Dye admits that even removing the disconnect chargee, 
Verizon's charge to connect a DS-1 loop is still eignlficantly 
higher than the rate set €or BellSouth. 

We approve removing the. disconnect charges from VerIzon'6 NRC 
charges and having them listed as separate NRC rate elements, 
similar to what was approved in Docket No. 960846-TP, Order N o .  PSC- 
98-0604-FOF-TPI issued April 29, 1998 and what was adopted in the 
BellSouth UNE phase of this proceeding, Docket No. 990649-TP, Order 
No. PSC-O1-1181-FOF-TP, issued May 25, 2001. Order PSC-98-0604-FOF- 
TP states that "eliminating disconnect coats from up-front NRCe is 
a logical way to relieve eomc of the burden aesociatad with high 
start-up costs." he wltnese Richter etatea, in the cost study 
itself, the disconnect costs are ieolated under their own element, 
so i t  would be very easy to remove these costs from the etudy and 
put in a separate element. The disconnect charges are listed 
separately in Exhibit BIS-2. 

We approve the reductions in Verizon's NRC minutes per orders 
and therefore costs per orders as deecribed above. We also find it 
appropriate to separately state disconnect costs for each NRC. 

VI11 ( f )  . &RBVMPTIO N9 AND INPUTS FOR OTHER I T E M  IN N ON - RE- N 
W E  COST STUDIES 

We now look a t  the appropriate aesumptione and inputs for other 
items to be used in the  forward-looking non-recurring UNE cost 
s t u d i e s .  We must determine the appropriate aaeumptione and inputs 
for any other items that are to be heed in the forward-looking non- 
recurring UNE cost studies. 

Although there is substantial testimony relating to Section 
VIII(f1 in the record, there ie no record epeeitically addreseing 
Section VI11 ( E ) .  Verizon witneee Richter etatee "I have the witness 
responsibility €or supporting Verizon'e non-recurring wholesale, 
retail and access cost studiee for all states in which the former 
GTE operated." In addition, witness Richter etatee, 
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I will present Vcrizon'a study or the non-recurring costs 
caused by Competitive Local Exchange Carriers (CLECs) when 
they order unbundled network elements (UNEs) Erom Verizon. 
I diecuea the processes necessary to order, provision, and 
connect CLEC orders. 

Throughout hie teatimony, no reference to Section VIII(f1 1s made 
and no additional teatimony is proffered. 

Additionally, ALEC Coalition witnese Morrison states "I  am 
addressing portions of Issue 8 as was described in the Commission's 
'Order Establishing Procedure Phase 111' dated August 2, 2001 in 
this proceeding." Witness Morrison's testimony primarily discusses 
what he asserts to be "fatal flawe" with Verizon's NRC model, but 
never addresses the matters at issue here directly. 

DECI S ION 

We note that the parties' post-hearing positions address 
several issues, a l l  O E  which are combined under Section VIII(L) as 
subparte ( a )  through (E), including this Section. Verizon's post- 
hearing brief discusses all O C  these aubparts apeci€ically, excepe 
the matters at ieeue in this Section. Thie supports our conclusion 
that all of the matters raised by the parties have been adequately 
addressed in other iesuea. Furthermore, the ALEC Coalition's brief 
addresses concerns relating to the  inability oE third parties to 
manipulate the inpute to Verizon's model, notes "systemic 
methodological errore" and lack of documentation, and alleges 
Verizon'a apparent reliance an i r e  "current, embedded practices ."  AB 
ouch, we believe that each of theee concerns hae been discussed in 
the context of the propel: Inputs and aesumptione aeeociated with 
specific ieauc8, and need not be addreesed again here. Accordingly, 
we find no action io needed with regard to this issue. 
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I X ( a ) .  APPROPRIATE RECURRINQ RATES (RVERAGED OR DEAVERAGED AS T N  
CASE MAY B E )  AMI NON-RECURRING CHARGES FOR CERTAIN UNSs 

We now decide the  appropriate recurring rates  (averaged r ) i  
deaveraged as the case may be) and non-recurring charges for  edch of 
the following UNE9. 

(1) 2-wire voice grade loop; 
( 2 )  4-wire analog loop; 
( 3 )  2-wire ISDN/D$L loop; 
( 4 )  2-wire xDSL-capable loop; 
( 5 )  4-wire xDSL-capable loop; 
(61 4-wire 56  kbps loop; 
( 7 )  4-wire 64 kbps loop; 
( 8 )  DS-1 loop; 
(9) high capacity loops (DS3 and above); 
(10) dark fiber loop; 
( 1 1 )  subloop elements (to t h e  extent required by LIS 

in Issue 4 ) ;  
(12) network interface devices; 
( 1 3 1  circuit switching (where requiredl ; 
( 1 4 )  packet switching (where required) ; 
( 1 5 )  ahared interoff ice trariorniosion; 
( 1 6 )  dedicated interof € ice  tranamissicm; 
(17) dark fiber interoffice facilities; 
( l a )  signaling networke and call-related d a t a b a s e s ,  
(19) OS/DA (where required). 

Our approved recurring rates are contained in Appendix A - 1  and C ) I I L  

approved non-recurring rates are contained in Appendlx 13- 1 .  Ti le  
recurring rates reflect re-running t h e  appropriare coat models tu 
incorporate our approved inpute. The non-recurrlng rates r e f l e c t  
ad~uetments calculated outside Verizon' a mode1 as explained in 
Section VIIIld). The rates in Appendices A - 1  and 8-1 also reflect, 
where applicable, the specific r a t e  design findings made i n  certalrl 
other issues (e.g., our finding on ondeaveraging). 

IX(b1. UNBUNDLING. COMBININO. AND P RICING OTHER U?'JES 

Next, we are next asked if, subjecc co the ntanddKdt3 of ttlc 

FCC'e T h i r d  Report and Order, w e  ehould require I L E C s  to uribuiidle 
any other elements or combinations of elements, and if so, whar are 
they and how should they be priced. 
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Verizon witness Trimble states that under FCC rules, we cannot 
require unbundling of any additional elements unless it determines 
that access to an element is "necessary" and failure to provide it 
"impairs" t h e  CLEC's ability to compete. According to w i t n e s s  
Trimble, t h e r e  are no additional elements that meet this test. 
Witness Trimble believes that we should decline to require 
unbundling of additional elements or combination of elements here, 
as i t  d i d  i n  BellSouth's U N E  pricing proceeding. 

No other parties took 4 position on this issue. As such, we 
f ir id t h a t  ILECs s h a l l  not be required to unbundle any additional UNE 
~ l ~ r i i ~ n t s  t h i s  tiiiie. 

X .  RATE FOR CUSTOMIZED ROUTINQ 

We n0.w d e t e r m i n e  the appropriate rate, if any, for customized 
I011 t 1 ng 

i iote t l i a t  Verizon was the only party to testify on this 
I F I S I I - .  1 1 1  its IJoii-Recurrirrg study Manual, Verizoii asserts that, 

C u s t o m  Routing provides the capability for routing oE 
calls o r i g i n a t i n g  from CLEC lines to dedicated operator 
assisted or directory assisted trunk groups and the 
opprator platform designated by the CLEC. A bona Eide 
request (BFRI submitted a€tex completion of an 
Inr-erconnectioii Agreement is required €or ordering oE 
Custom Routing Service. NRCs €or Custom Routing are €or 
systems modifications, additional switch memory and labor 
c o s t s  for switch programming. 

Verizon w i t n e s s  Trimble asserts that "Verizon Florida ofEers 
customized louting in all areas, subject only to site-specific 
technical lirnitations." Witness Trimble states that it is his 
understanding that technical limitations might include "the type of 
switch and the type of systems that Verizon h a s .  . . . "  

The witness goes on to assert t h a t  Verizon has not received a 
customized routing request since 1 9 9 6 .  In the event customized 
routing is requested, witness Trimble states that "Verizon would 
have t h e  CLEC submit a request a t  which point in time the engineers 
and the network folks would work together to develop what the 
forward-looking cost would be tor tb.at request to provision that 
1-pcpiirerrent , "  As such, Verizon contends that it "does not believe 
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it is necessary to establish costs and prices for customized routing 
i n  this proceeding, but will instead do 80 on a caee-by-cssa basis." 

DEC I S 1 ON 

There was limited testimony presented in regarde to thin issue. 
Other than Verizon, no party filed any teetirnony regarding the 
issue. We agree that, when and i f  customized routing i~ requested 
by an ALEC, the costs and prices should be determined on an 
individual case basis ( I C B . ) .  Ae much, w e  aee no benefit in 
determining "generic" rates for customized routing at this point, 
especially given the fact that it appears . to be EO infrequently 
requested. Thus, we find that ratee for customized routing be 
determined on an individual case baaie (ICB) ae customized routing 
is requested. 

XI(a). LINE CONDITIONINQ RATE AND APPLICATION 

Here w e  discern the appropriate rate i f  any, for line 
conditioning, and i n  what situations the rate should apply. 

Paragraph 172 of the FCC's UNE Remand Order states: 

We clarify that incumbent LECB are required to condition 
loops so as to allow requesting carriers to offer advanced 
services. The terms "conditioned, ' I  "clean copper, " "xDSL- 
capable" and "basic" loops all describe copper loops from 
which bridge taps, low-pass filters, range extenders, and 
eimilar devices have been removed. Incumbent LECs add 
these devices to the basic copper loop to gain 
architectural flexibility and improve voice transmission 
capability. Such devices, however, diminieh the loop's 
capability to deliver advanced cervices, and thue preclude 
the requesting carrier from gaining full uac of the loop's 
capabilities. Loop conditioriing requires the incumbent 
LEC t o  remove these devices, paring down the loop to its 
basic form. 

FCC Order 99-238. 
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Loop Conditioning or line conditioning is the removal of load 
coils or bridged tape from the local cable pairs'. According to 
Verizcn witnees Richter, load coils and bridged taps are an integral 
part of the copper voice grade network. However, they impede the 
transmisaion of digital eignals. As such, if an ALEC requires 
copper pairs without load coils or bridged 'taps for the digital 
service it offers i ts  customers, then the ALEC has the option of 
ordering Loop Conditioning from Verizon. 

Verizon will, on occasipn, condition loops as a normal coiirse 
o€ doing busineee and consistent with its responsibility to groom 
and otherwise rearrange plant to meet customer demand in the most 
eeficient manner possible. Conditioning loops, however, i s  seldom 
undertaken without an ALEC order to do so. This 1s the case since 
the  loop, prior to conditioning, provides voice service that meets 
or exceeds voice quality levels. Removing a load coil or bridged 
tap Lrom a cable pair requires coordination of several Verizon work 
groups to ensure that cable pairs of o t h e r  end-users are not 
affected. 

According to Verizon witness Dye, loop conditioning will not be 
provided in caeee where euch conditioning significantly degrades 
traditional voice service that Verizon offers to its end-users. He 
explains t h a t  thie is in accordance with paragraph 8 5  of the FCC's 
Line Sharing Order', which atates that "iE conditioning a particular 
loop for shared-line XDSL will significantly degrade that customer's 
analog voice service, incumbent LECs are n o t  required to condition 
that loop for shared-line x D S L . "  

No ALEC witnees filed testimony SpeciEically addressing the 
issue of line conditioning. However, Covad and the ALEC Coalition 
each addressed this iasue in their post-hearing briefs. 

' A 'load coil' in a device placed on copper POTS linea longer than 
10 ,000  Feet to counteract the  c t f s c t  of capacitance that b u i l d 8  up a s  the 
lrngth oC the loop incraarar. A "bridged tap" i r  a three-way rpllca of a 
cablr  p a i r  much that dial tone can appear in two or more dlftercnt csbls pair 
locrtlonr. 

'In  TI^ -, 290 F.3d 41s (DC Cir .  20021 the 
PCC'r  Lina Sharing Order war vacated and remanded back to t h e  FCC. This warn 
dacidad Hay 2 4 ,  7 0 0 7 ,  after the record in this proceeding wmm clored. 
Howrver, on Ssptmd"b 4 ,  2002, the Court entered J partial rtay of its 
decfrion until January 1 ,  1003. Therefore, at least until January, 1003, it 
rpparrr that tho r tatus quo will be mdntained. 
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I n  its brief, Covad argues that w e  should relect Verizori's 
proposal to impose non-recurring chargee (NRC) on competitors tor 
loop conditioning activities based upon cost studies that a p p l y  
assumptions inconsistent with t h e  TELRIC principles reflected in 
forward-looking recurring loop costs. Instead, Covad contends t h a t  
we should adopt a $ 0 . 0 0  charge for loop conditioning. Furthermore, 
Covad argues : 

. . . load coils and bridged t a p  on loops a r e  features o€ 
an antiquated network which has not been modernized in 
accordance with engineering standards that have been in 
place for more than 20 years. Accordingly, in the Bell 
Atlantic territories, Verizon does nor even artempt to 
charge for load coil removal on loops under 18,000 feet in 
length. The presence of load coils and bridged tap  in the 
Verizon plant today results from Verizon's €allure to 
bring i t s  outside plant up to modern specifications. 

Covad contends that the FCC supports the analysis set f c l I t - 1 1  

above with explicit instruction that it ( t h e  FCC) will " d e f e r  to L I i e  

s t a t e s  to e n s u r e  that  the costs incumbents impose on competiCors t v i -  
line conditioning are in compliance w i t h  our pricing rules fu i  
nonrecurring costs. " (emphasis in original) Covad believes t I M ~  
when the FCC's pricing rules  for non-recurring coots are a p p l i e t f  tr, 

t h e  proper forward-looking network there are no conditioning costs 
€or Verizon to recover. 

TO Lurther support its argument, Covad notes t.tiaL t l i e  
Massachusetts Department of Telecommunications and Energy I D l E )  
reached "this preciee conclueion when confronted with arguments Erorii 
Verizon that were almost identical to the arguments it is i n a k i i q  
here." Specifically, the Massachusetts DTE found: 

Loop qualification and loop conditioning would not be 
necessary in a network with all fiber feeder should not be 
necessary [eic], The presence or absence of load coils or  
bridged taps . . . [is] immaterial in a network with 100 
percent f lber  feeder. Verizon does not dispute t h l e  
conclueion, but inrrtead argues that "the  relevant costs 
should take into account the network that is being used," 
and that i t  ie "irrational to develop these coste on a 
network design . . . that was assumed €or the pricing of 
different types of loop, such aa 2-wire analog loops as 
a surrogate for xDSL loops . . . In eo arguing, Verizon 
ignores our findings in the Phase 4 Order and the Phase 4 -  
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L Order where we stated that t h e  goal of the TELRIC 
methodology is "to model a Eorward- looking 
telecommunications network" (Phase 4-L Order at 191, not 
t h e  network i n  p lace  today. 

Concerning Verizon's argument that the FCC has explicitly 
allowed it to recover its costs for line qualification and 
conditioning, we find, that thie is not a correct 
interpretation of the FCC's order. We believe that the 
FCC's directives related to recovery of loop qualification 
and conditioning costs are only relevant to statee that 
have assumed copper Ieeder €or purpoees of calculating 
TELRIC. The FCC ha3 not directed states to aasume copper 
feeder i n  calculating TELRIC, and, without such a 
directive, it would be illogical for the FCC to mandate 
t h e  recovery  of costs that are relevant only to a network 
assumption that may not have been approved i n  a particular 
g t a r p  MA Dccisiori at 8 6 - 8 7 .  

Covad reiterates that for these same reasons the FPSC should 
o t c l c r  t h a t  loop conditionlng charges (load coil removal and bridged 
t a p  removal) be set at zero as  it d i d  in the BellSouth UNE Order and 
il? t lie c m i m i s s i o t i s  oE Georgia and Louisiana have also done. l o  

T h e  ALEC Coalition argues that the FCC's UNE Remand Order 
s t a t e s  that a forward-looking network would not require voice- 
enhancing devices (i.e., disturbers such as load coils and 
repeaters) on loops of 18,000 feet or shorter. Therefore, it 
be l  reves that any cost recovery for line conditioning, including 
non-recurring c o s t s ,  must comply with the FCC'e TELRIC pricing 
rules. Thus, the ALEC Coalition arguea that there is no cost-based 
need to impose any recurring or nonrecurring line conditioning 
charges on loops that are leas- than 1 8 , 0 0 0  feet in l e n g t h .  
Moreover, t h e y  contend that it would never be appropriate to recover 
aiiy incremental line conditioning costs through a non-recurring 
c t ia rge 

According to its non-recurring cost study documentation, 
Verizoi i  developed costs to remove one or multiple bridged taps or 

"Our decision in the  BellSouth WISE order t h a t  a zero rate i a  
appropriate was applicable to load coil removal on loops under 18,000 f ee t  
not all loop8 t h a t  iequlred conditioning. Order No. PSC-01-1181-FOF-TP. 

load coils. Costs are reelected on a per cable pair  basie a8 "One 
occurrence" or "Multiple Occurrences" for bridged tap removal and 
combinations of bridged tap and load coil removal. Separate costs 
were developed for load coil removal only,  without any bridged tap 
removal. Unlike other loop conditioning propoeale t h i s  Commieeion 
has reviewed i n  past proceedings, Verizon's propoecd rates are 
applicable to loops both over and under 18,000 f e e t .  Verizon'r 
proposed loop conditioning elements and their respective ratce are 
shown in Table 1 1 A - 1 .  

I TADLI 1u-1 
VBRIZOH'O PlOPOBBD LOOP CONDITXOIX#Q 8L-B AlcD AIPLICABLI M T E I  I 

t hodoloqv A .  Verizon'a Coet Me 

The times and cost factors associated with load coil and 
bridged tap removal were developed by Verizon' B Outside Plant 
Construction and Outside Plant Engineering support groups. Subject  
Matter Experts (SMEs), i n  conjunction with field managers, 
identified the activities 6nd times to accomplieh loop conditioning 
activities. Verizon's SMEs are located in Irving, Texas and are the 
support group fo r  all field forces. The SMEs consulted with the 
field forces to verify that the timee and activities were valid. 
This information was collected and prepared in April 2 0 0 0 .  

B .  Load Coil RemovaL 

As noted by witness Richter, he believes that  load coile are an 
integral part of the copper voice grade communications network. 
Their purpose is to provide for the proper operation Q €  voice grade 
equipment on loops that exceed normal accepted tclecommunicatione 
voice grade circuit length. AB explained in Verizon's U N K  non- 
recurring study documentation, load coils cannot be removed I r o m  
exchange plant when required to eneure transmieeion and eignal 
levels. In addition, load coils have been in the network in the 
past and are still used today for thoee loops that exceed the limits 
of the switching equipment. However, in many cases, based on 
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Crblm lootag. 

0 t o  18K 

>18K t o  2 1 K  

>21K t o  27K 

previous outeide plant usage, load coils exist on loops that no 
longer require them, 

Avaragr Lomd Coilm Avormpa L0.d C o i l r  
I n i t i a l  € ' A i r  Additional Pmir 

2 2 

3 3 

4 4 

Because load coils inhibit the proper transmission of the high 
frequency eignals on the circuit, they are not needed in 
provieioning of high frequency circuite. In order for the high 
frequency circuits t o  work correctly, a loaded cable pair  must be 
deloaded . 

When the ALEC requeata a conditioned loop, a request is sent to the 
local engineering department to analyze the network and draft a work 
order for the pair  to be deloaded. The engineering group will 
create a work order that will be sent to the outoide plant 
conotruction forcee outlining the work necessary to deload the cable 
pair. Then the outside plant conetruction splicing group will 
review the order and advise the engineering group upon completion. 
The engineering group will then advise the service office i f  the 
order can be worked aa requested. All records are updated showing 
the change in the loading of the pair. 

As explained in the NRC study documentation, the cost to remove 
a load coll considers the amount of aerial, buried and underground 
plant. The time to perform the activitiee is then multiplied by the 
loaded labor rate of a construction cable splicer. In the caae of 
underground cable, two cable splicers are neceseary to perform the 
taak .  ThereCore, the time required to perform this fUhCtiOn ie 
doubled. Load coil removal costs are on a per pair basis. 
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C. vethod of Calculatioq 

The Eirst criterion used by Verizon i determini 

, 
b 

g the cost of 
removing a load coil is to ascertain the footage of aerial, buried 
cable and underground cable. This is done because o€ t h e  
differences in the amount of time needed for load coil removal in 
the various types of outeide plant. The t i m e  for removal is 
calculated as an average across the various types of outside plant. 

Load corls d t e  placed or1 coppel- voice grade loops Lmucd on tire 
distance from the central office. The load coils are pldced at 
engineering distances to develop the maximum result. Therefore, a s  
the Eootage of the cable increases from the  central office. the 
number of load coils increases proportionally ( s e e  Table l l A - 2  
above). Tlie length of cab le  footage is uaed to dctormiite  tltr nuinher 
of l o a d s  C o  be removed. Ari I n v e n t o l y  of c a b l e  lerv~t.lis i : j  r o i t i p l e T i * i l  
on the specific aLaLe. The footages are segregated into t i re  vari~us 
lengths that require the addition of a load coil. This percentage 
is then used to weight the time necessary to complete the load ~ 0 1 1  
removal i n  t h a t  type of plant. 

The resulting calculation from the two steps above provides the 
amount of mlnutee to remove the load coils. T h e  minutes are t l i en  
multiplied by the loaded labor rate for  a construction cab le  splicer- 
for the specific state. This calculation provldes a cost fo r  load 
Coil removal. The engineerlng c08t8 a r e  calculated by mulLlplylIlg 
the minutes required to complete a work order €or load coll removal, 
by the loaded labor rate for an outside plant engineer. The 
engineering process will be the same regardless of t h e  nunhel of 
load coils being removed. 

While the minutes associated with each activity a r e  
proprietary, listed below is a description of the various steps €or 
load coil removal. 
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TADLE llA-3 
toad Coil Ramoval Aarlal/Buriod Plant 
Daacription of limld Work Activitims 

Receive work sssisnment from sunervisor and travel to lob site 
~ ________~ ~~ 

Upon arrival at job slte, s e t  up work area protection. 
Set UD bucket truck andlor ladder and Dlatform. 

~~ ~~ 

Idenclfy and open t h e  ipllcc came. 

I f  requited. rend tone from the central  office on the pair to be unloaded. 
Alter idcntlficatlon OL the Dmir. monitor to ensure there is no traffic. 
C u t  off pair at both cndm and splice pair through. 
close apllec c a s e .  

[Tear down site aet up and remove work area protection I 
~~ 

TABLE 1 1 A - 4  
Load Coil Removal Underground Plant 
Demcription of tlald Work Activitiam 

R e c e i v e  work assignment from eupervlsor and travel to job site. 

Upon arrival at j o b  site, set up work area protection. 

Operi manhole and begin purging the manhole to diselpate any stagnant gae, 
ensure against oxygen deficiency. and provide a complete air change in the 
manho 1 e 

Pump manhole if necessary. 

Test the manhole environment to ensure there is no cornbuatible gae prior  to 
rntc r lng 
~~ 

Set up t h e  inside of the manhole for work to be done. 

Identify and open the splice case 

I f  required, send tone Erom the central offlce on the pair from which load 
coil to be removed 

A f t r r  ldenttfication of the pair, monitor to ensure there is no traffic. 

Cut off p a i r  at both tnde and apllce pair throuqh.  

Close splice ca8e 

Tear  down s l t e  n e t  UD and remove work area Drotectlon 
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I TABLE 11A-5  
Load Coil Ramor81 C Bridgad T4Q Ramoval 
Dareription of Enginoorhg Work Tiram 

Upon receipt of the Line Sharing mervica reguert fo r  4n ACCC8r Damign work 
order to condition existing facilities: record8 rerearch, v i a  CAD 
sy~tem(ICOS1, AAIP inventory myrtcmm, plat extraction for f i e l d  noter. 
coordinate any cuitomtr consultations with cuatomer focal point, Marketing 
contact repreientrtiva. 
Perform any mite-field verification. .~~~ ~ 

Deiign work order requirementr. 
Design 4nd rcmearch any rcquiremcntm for permit#, t r a f f i c  plans, T8 mtc.- 8y8tOm8. 
Perform any dcrign loop raquircmentr nacsarrry through 1COB/I)9 
Cootdinrte rchadullns with ODerrtionr cantor. 
D r a w  work order, and permit in the CAD symtsm (ICOB),. populmte work order 
number arsignment, and lrbor schema. Automatically praportm upon work 
approval through ICUS L CPMS. 
Receive the preliminary work order design In the Facility A.8ignOr Surveyor 
group for any M I S  posting requirements. Alro, if any cut over inventory 
record l m  required. 
Releame rpproved work order copies to Aecsmm Cooutruction and tho Operatlonm 
center. 
Coordinate any cuntomcr comnunication needed €or proccmsing with the CLEC. 
Update Marketing contact repreeentative and or cuetomer for any procemring 
updates. 
Receive completion notice of Access Conatruction completed through the 

ttad closed out work order i n  the Facility Asgignor Survey 
group for m y  inventory M I 9  porting requirement.. 
Receive the completed c l o r e d  out work otdrr  i n  Drafting, f o r  f i n a l  panting 
within the CAD IICaS) eyrtem ICOS oyntom tranolatcm with the accounting CPR 
syetem for accounting purposes. 

D. pridq ed Tap Removal 

Bridged tap is a condition in which a cable pair branehce off 
to serve various locations. While the branchee provide flexibility 
in t h e  use of the cable paire ,  like load coila, they impair the 
transmission oE high frequency signals. The bridged tap doe8 not 
affect voice grade aignale and-according to the coat etudy 
documentation, thie method of provisioning copper voice grade 
aervicc has been an accepted method by a l l  telecommunication 
companies Eor years. 

W h e n  the ALEC r e q u e s t 8  a conditioned loop that require8 all t h e  
cable pair b r i d g e d  taps to be removed, Vcrizon'e engineering 
department is advised and the outside plant engineering records are 
examined to determine the  location of t h e  bridged taps. A work 
order is created to remove the bridged taps and ia sent to the 
outside plant construction work group. A construction cable splicer 



. 

Open manhole and begln purglng rho manhole LO dlrriprte any stagnaiic gar. enmure 
rgalnrt oxygen def ic iency .  and provlde a complare a ~ r  changa in tho manhole 

Pump manhole I t  neceraary. 

Tart ths nmnholm onvironmcnt LO mnmuro there io no C O m b U D t l b l .  gam p r i o r  to Ont.ring 

Set up the inride of the manhole Cor work to be dona 
i 
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is then aeaigned to the activity and the pair is cleared of the 
taps. 

Verizon determined its coste for removing bridged raps in the 
same manner a6 load coil removal. Outeide plant engineering and 
construction support SMEe, in conjunction with field forces, 
determined tha activitiee and the timee required t o  perform the 
removal. In addition, it wae neceseary for Verizon t o  determine the 
number of bridged tape that may need t o  be removed. This wits 
determined by acknowledging. that the minimum number of removals 
would be one, and the maximum number ie unknown. I t  was determined 
that the maximum number would need to be a t  Least two, and could be 
three o r  more tape. As noted in the study documentation, a 
conservative estimate is to average the minimum of two and Lhree, 
which results in an average of t w o  and one-halE. 

The calculation for bridged tap removal is for both single and 
multiple occurrences of bridged tape. These occurrences, single or 
multipla, apply to only ona p a i r .  The calculation ie baaed on t h e  
amount of time required to remove a bridged tap from the cable pair. 
Thie time consider. tha amount of asrial/buried and underground 
cable in the  specific otats. The time to perform the activitiee is 
multiplied by the loaded labor rate of a construction cable splicer. 
The eame calculation is .performed for the multiple occurrences 
ecenario. The engineering time €or bridged tap removal involves the 
rams type functions nsceeeary to determine the number and location 
of load coils on a cable pair. Therefore, the engineering time is 
the eame for bridged tap removal. The bridged tap coat8  art3 on a 
per p a i r  b a e i e .  

While the minutee aseociated w i t h  each activity are 
proprietary, listed below is a description of the various eteps for 
bridged tap removal. Engineering aetivitieo are shown in Table 1 1 A -  
5 .  
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TABLE 1 l A - 6  
Brldgrd Tap R u o v a l  h r l h l / B u r l a d  Plant 
Darcrlption o l  liald Work Activlrrmr 

I 
. _  I Receive work aiiignment from ruperviaor and travel t o  job 8ite 

Upon arrival at job n i c e ,  mot up work area protectlon. 

S o t  up buckrt truck and/or ladder and platform 

Identify and open the rplice care. 

If required. rend tone from thr cencral otLLcc on the pbir from which bridged cap I #  
t o  be removed. 

After Identification of the pair, monitor to ensure there i n  no traffic 

Cuc oft bridged tap and mplice palr  through. 

Tear down rite net up and remove work area protecrion J 
TABLE 11A-7 

Bridged Tap Ramoval Undmrpround Plant 
DoaQriDtiOn a t  l i e l d  Work A c r l v i t l ~ m  

Rocmlva work arrlgnmont Crm mupervlmor and t r a v m l  to ]ob r l t c .  -I 
Upon arrlval I C  job mite. art up work are4 protectlon. I 

Id~ntlLy mnd open thr r p l l c o  calm. 

It required, rend tone from the central o!Lice on tho  p a i r  from which bridged tap la 
t o  ba remved. 

After Ldentltlcatlon of the pair ,  monitor to-enrura there i r  n o  traCLIc. 

Cut OlL pair a t  both ends and rpllcc palr through. 

clore rplice ca6e. 

fair down rite act up and remove work &rea protection 

pECI s IOU 

Here again there was limited teeeimony on this issue. However, 
based on the  stated positions of the parties, it i s  c l e a r  that there 
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is disparity as to whether or not any rate should apply to Verizon's 
proposed loop conditioning elements. As stated in the ALEC 
Coalition's position statement: "There is no need to impose any 
cecurring or rionrecurririg line conditioning charges on loops that 
are less than l e , O O O  Eeet in length. Moreover, it would never be 
appropriate to recover any incremental line conditioning investment 
through a nonrecurring charge." Similarly, Covad's position is: "In 
a Eorward-looking network line conditioning is unnecessary: hence a 
zero rate should apply. This was the Commission's policy based- 
determination in the BellSouth UNE ordere, and it has been presented 
with no evidence in this docket indicating that a modification of 
thiq policy should be made for the benefit of Verizon." 

On the other hand, Vexizon arguee that: *'ILECs must be allowed 
to recover tlie NRCs incurred to perform loop conditioning." In 
addition, Verizoi i  witness Dye contends that the loop conditioning 
noti - recurr ing rates should apply to all loops requiring 
coridi t ioning Ile states that in the BellSouth UNE proceeding, we 
correctly corrcluded that the FCC'a UNE Remand Order allows ILECs to 
charge €or loop conditioning on all  loop^, whether over or under 
18,000 feet in length. Consistent with this holding, he explains 
that Verizon will a s s e s s  its loop conditioning non-recurring charge 
or  ate, regatdless of the loop length, when the ALEC specifies on 
tlie local service requeat (LSR) that loop conditioning is required 
Tliese non-recurring r a t e s  reflect the coats that Verizon will incur 
t o  corlditiotr loops a t  the request of ALECs. 

Regarding the issue of compensation for  loop conditioning, the 
FCI' stated i n  Older FCC 9 9 - 2 3 8  (the UNE Remand Order):  

In the Local Competition First Report and Order, the 
Commission also stated that requesting carriers would 
compensate the incumbent LECs for the cost of conditioning 
the loop. Covad and Rhythms argue that, because loops 
under 1 9 , 0 0 0  €eet generally should not require devices to 
enhance voice-transmission, t h e  requesting party should 
not be required to compensate the incumbent for removing 
s u c h  devices on lines of that length or shorter. 

We agree that networks built today normally should not 
require voice-transmission enhancing devices on loops of 
l a , O o O  f e e t  or shorter. Nevertheless, the devices axe 
somet inres present on such loops, and the incumbent LEC may 
incur costs in removing them. Thus, under our rules, the  
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incumbent should be able  to charge for conditioning euch 
loops. 

. . .  

We recognize, however, that the charges incumbent LECs 
impose to condition loopa repreeent sunk costa to the 
competitive LEC, and that theee coBte may constitute a 
barrier to offering xDSL services. We also recognize that 
incumbent LECs may have an incentive to inflate the charge 
for line conditioning by including additional common and 
overhead costs, as well as profits. We defer to the 
statee to ensure that the costs incumbents impose on 
competitors for line conditioning are in compliance with 
our pricing rules €or nonrecurring coats. 

FCC Order 99-238 at 11 192-194. 

In their brieEa the ALECs identified several reasons why they 
believe the rates for  loop conditioning should be zero. However, 
none of these reasons was advanced in testimony, and in some cases 
the ALECs simply make a statement with little or no argument in 
their br i e f .  For example, the ALEC Coalition contende that it would 
never be appropriate to recover any incremental line Conditioning 
investment through a non-recurring charge, but they fail to explain 
why. We are also bothered by the fact that Covad arguee that a zero 
rate should apply to a loop conditioning elements and doee not 
provide this Commission with any information to develop a rate other 
than zero i E  it deems appropriate. Covad proEfcrcd no evidence to 
contradict any assumptions or inputs contained in Vcriron's loop 
conditioning cost study. 

We believe no charge should apply for loop conditioning for 
loops under 18,000 feet. As noted by Covad in its brief: . . . a 
zero rate should apply. Thia wa13 the Commiseion'a policy baaed- 
determination in the BellSouth UNE 'Orders, and it has been presented 
with no evidence in this docket indicating that a modification of 
this policy should be made for the benefit of Veriton."" 

Specifically, in the decision identified above by Covad, we 
found, in pertinent part: 

"As pteviouely noted, Covad'e etatcment is somewhat mlelcading. Our 
decislon i n  the BellSouth UNE order that a zero rate is appropriate uao 
a p p l i c a b l e  to load coil removal on loope under 1 8 . 0 0 0  f e e t ,  not all loops t h a t  
required conditioning. Order No PSC-01-1181-FOF-TP. 
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. . . loop conditioning for short loops, element A.17.1, 
ehall be eliminated. Baeed on the 
appear to be coneietent with a 
methodology. 

Nevertheleeo, for loops ehorter 

record, this does not 
forward-looking cost 

than 18 Kft., loop 
Conditioning does not appear to be coneietent with a 
forward-looking coat methodology. 

Therefore, upon consideration. w e  ehall set rates f o r  the 
loop modification elemente, with the exception of A . 1 7 . 1 .  

Order No. PSC-O1-1181-FOF-TP, BellSouth UNE Order, issued May 25, 
2 0 0 1 ,  pp. 4 5 9 - 4 6 0 .  

In addition, in our Order on Reconsideration we found: 

. . . As recognized in our Order at p. 459, "Nevertheless, 
for  loops ehorter than 18 Kft., loop conditionlng does not 
appear to be consietent with a forward-looking cost 
methodology." We emphasize that there was extensive 
discueeion regarding t h i e  iesue at the April 10, 2001, 
Agenda Conference. Be c l m v  e t u  in ~ Order. we 

1 on ehort loo~e based a w d i c v  d m  
10- nnt have load c o b  on, BellSouth hae n o t  identified anything we 

overlooked, and in fac t ,  acknowledges that short loope in 
a forward-looking network would not have load Coil5 on 
them. Am much, BellSouth'e Motion on thirc point shall be 
denied. (empha8i8 added) (PSC-01-2051-F0F-TPl BellSouth 
UNE Reconeideration Order, ieeued October 1 8 ,  2001, p. 15) 

As parr of our staff's discovery, Verizon was asked to: 

Pleaee explain what circumetancea, i f  any, should result 
in the FPSC reaching a different decision than that 
reached in Order PSC-01-1181-FOF-TP and PSC-01-0251-FOF-TP 
regarding the applicable rate for removing load coil8 from 
loops under 18kft. 

The company replied: 
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Verizan w i l l  remove load coils and perform o c h e r  1OCp 
conditioning as requested by each individual CLEC. T h e  
very €act that the network assumed by the recurring cost 
model excludes the costs of removing load coils-€or loops 
both greater than and less than lake in length-mandates 
that the nonrecurring cost study and attendant rates must 
include them. To do otherwise would place the burden of 
these costa solely on the incumbent LECs arid would give 
the new entrants an unwarranted competitive advantage. 
Moreover, the Telecommunications Act of 1996 provides for 
the recovery of the ILECe' actual costs. The eituation 
predicated in this interrogatory makes it clear thac such 
coscs exist, and to prohibit their recovery would violate 
the Act. 

At hls April 10, 2002, deposition witness Dye w a s  a s k e d  I f  lie 
would agree t h a t  we decided in the BellSouth UNE Order that t h e r e  
should not be a charge to remove load coils from loops under 18 
kilofeec. He responded, "I agree that 1 s  w h a t  i t  says  there, y e s  '* 
The witness was also asked why a loop under 18 kilofeet would have 
load coils present. He explained: 

. . . over time that particular loop may have provided 
volce  service at a length over 18 kilofeet. And over time 
through varioum grooming activities, et cetercl, c u s ~ o n w r  
movement, what have you, the loop is now shorter than i t  
was historically. A n d  i t  perhaps historically needed l o a d  
coils and now it is  Bhorter. It could be the existence 
of a new remote CO. The switches perhaps have  been 
replaced over time and moved and now the loop i s  shorter 
than it was previoualy. 

The witness believes there are several reasons why loops under 
18,000 feet are loaded but "it is mostly historical reasons." 

The witness was asked to read several pages Erom the PPSC's 
BellSouth UNE Order and then asked a ee r i e s  of questlons based on 
what he read. First,  the witness was asked to explain why Verizon 
does not remove load coils from more than one pair at a time €or 
loops under 18 kilofeet. He explained (assuming 25 pairs were 
deloaded) that he believes Verizon would severely under recover its 
cost for deloading the initial cable pair and poteritlally would 
never recover its incremental cost of deloading the other 24 loops. 
Furthermore, he stated that ". . . from a pricing perspecrive it is 
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a matter of cost-recovery and recovering the expense of deloading 
the p a i r s . "  

The witness was then asked i f  he thought there could be times 
when deloading multiple pairs on loope under 18 kilofeet would be 
miore efficient or cost-effective than deloading a single pair at one 
time. He replied: 

Maybe, maybe not. And let me, again, give you an example. 
I f  we only get a demand.for one cable pair in the binder 
group. We go out and we deload that one cable pair, and 
that is all the demand we receive, .then i t  is more 
eLficieiit to deload the one cable pair rather than the 25 
because there is no incremental cost associated with the 
time spent deloading the other 24 cable pairs. So 
efficiency, given the demand to deload the one cable pair 
is all we ever receive, then it is more efficient to do 
the otic tlian the 25. There is no reason, there is EO 
economical reason to do 25. It doeen't degrade the voice. 
I f  we never received any more requests to do the other 24. 
it is certainly more efficient to do the one. SO it 
depends. 

Finally, the Verizon witness was asked to review pertinent 
portions of FCC Order 99-238, in conjunction with the FFSC's 
Del  1Soiit  t i  1mJF O t ( l ~ ? r ,  and was aakcd eevexal questions regarding w h a t :  
lie l e a d .  lit- agreed that in the BellSouth docket we decided that 
there should not be a charge to remove load coils from loops under 
I n  kilofeet. 

While w e  a r e  aware that Vexizon and BellSouth are two distinct 
companies, we believe that Verizon provided no new facts here that 
should cause us to reconsider our decision to "reject nonrecurring 
charges Eor load coil removal on short loops baaed upon a policv 
decision that a forward-looking network would not have load coils on 
short loops." (emphasis added) PSC-01-2051-FOF-TP, BellSouth UNE 
Reconsideration Order, issued October 18, 2001, p. 15. As such, we 
believe that a rate of zero should apply to load coil removal €or 
all loops under 18,000 feet. Verizon was given the opportunity to 
provide additional information in both an interrogatory response and 
at deposition as to why a rate other than zero could be appropriate 
€or load coil removal on loops under 18,000 feet. We were not 
p ~ r s u a d ~ d  by the inFormation provided, and therefore, we €ind that 
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there shall be no charge to remove load coils on loop5 under 18,000 
feet". 

For loops over 18,000 feet, we believe 8ome charge is 
appropriate. However, the rates proposed by Verizon appear to be 
excessive. Since ALEC testimony was lacking, we obtained a great 
deal of information through deposition and discovery. We believe 
that there are inputs in the Verizon filing which lack eupport and 
frankly, Verizon's rates do not paea the "red face test." 

As a starting point, we aeked Verizon to provide an explanation 
as to why its loop conditioning ratte appear to be four to five 
times higher than the loop conditioning rates proposed by BellSouth 
and Sprint. Verizon responded: 

Verizon objects to Interrogatory 261 becauee it is unduly 
burdensome; eeeks information that ie not relevant to the 
instant proceeding; and is not calculated to lead to the 
discovery of relevant or otherwise admissible information. 
The same objections Verizon made in response to 
Interrogatory No. 259 apply here. Verizon ie not aware 
oE, nor generally familiar with, BellSouth'e or Sprint's 
costs or rate structures for loop conditioning, and thus 
it would be unduly burdensome for Verizon to conduct the 
research necessary to attempt to discern why Verizon'e 
rates might be dlflcrent. Moreover, am discussed in 
response to Interrogatory No. 259, Sprint's and 
BellSouth's costs of providing UNEs are irrelevant to the 
issues to be decided by the Commission in this proceeding. 

Verizon's assertion that " . . . Sprint's and BellSouth's costs of 
providing UNEs are irrelevant to the issues to be decided by UB in . 
this proceeding" is less than compelling. We believe it is 
appropriate to compare like elements ae a gauge oE reasonableness. 
Verizon witness Richter attempted - to  draw a similar compariaon at 
hearing when he stated: 

. . . there is a detailed process that needs to go through 
- -  that anyone would go through in order to deload a cable 
pair. . . . I am confident that the timce t h a t  are there 

"Vcrizon doce n o t  track what percentage of i t s  loops under 18kft have 
load coils 
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would be representative of times t h a t  it would take either 
a BellSouth employee, a Verizon employee, a Sprint 
employee, even a contractor that does telecommunications 
work may be hired to do t h e  work, that  the proficiency and 
the productivity would be basically the same. 

However, it appeare t h a t  wicness Richter's comments are not 
consistent with the significant differences in rates proposed by 
Verizon and thoes proposed by BellSouth in our prior UNE 
proceeding". 

O n  cross-examination, Verizon witness Richter was asked to 
review an exhibit prepared by Covad comparing loop conditioning 
rates proposed by Verizon in this proceeding, the rates we ordered 
for BellSouth, and the current rates from the  Interconnection 
Agreement between Verizon and Covad. The Loop Conditioning Cost 
Comparison was identified ae Exhibit 5 9  and has been reproduced 
below. 

1 Tablm l l a - 7 1  Exhibit - 5 9  Loop Conditioning Comt Compariron I 
Woaracurrinp 

Conditioning Ishorr) 

Conditioning (long) 

Bridged Cap removal (rhore) 

C o u d a  a ion- V. K i Ion 
Proporod' Ordorad Rata81 Currant 
Vari ion I 1.11 Uou th' ( F l O K i d a ) '  

s n a g  . 4 7  5 3 0 9 . 3 7  $ 2 4 9 . 9 1  

171BB.71  $ 0 . 0 0  S O ,  0 0  

Loap Makeup (mechanlrad)' $0.51 $ o . s e  unknown 
R r t r m  citod arm extractm from Variron Exhibit BIS-1 attachad to tha  direct tartimony ot 

Mr. Dirt I. Star lo  in Dockrt No. 9906498-TP before thr Floridr Public Strv lca  C m i r r i o n  
'Rater cited i r e  o x t r r c t a  trar. tho Ordrr No. PBC-01-IlB1-FOP-TP in Dockat No. 990649-TP. 

'Rator cf trd 4ro rstrach?%%k?k%%inection Agreemnr baturmn Verizon and Covaa 
Cownunlcrtionr Company. 
'Loap makeup w i l l  bo addrerrmd In Oactlon XfIb l .  

for W tmanti Provided by ea-. Hay 25,  2001 

"The rata8  ahown in Tablo llA-7 i ru  the BellSouth rates ordared by t h i n  
Comisrion. In ordar to compara applrr to rpplam, the Ballsouth propaied 
ratma for itr various conditioning mlomenta are1 Lord Coil Ramoval short - 
$65.408 Lord Coil Ramoval Long $710.71 ICirmt), $13.77 (additional)i Brldged 
Tap PaamVal $65.44. Order No. PSC-O1-1111-POP-TP, Appendix A, p.  564 . 
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Witness Richter was asked to explain why Verlzon's conditioning 
COSLS are almost $2800.00. He replied: 

In order to deload that particular cable pair an engineer 
is going to have to go to the records and f i n d  OUC exactly 
where the load coils are in t h e  network. First, I would 
llke to say that we never just have one load coil on a 
loop. . . . Once the engineer has the order dra€ted and 
tie e x p l a i n s  i n  the work order the work t h a t  needs to be 
h u e ,  lie will t h e n  s a d  t l i c l t  LO t i le ouLYidc plant 
Construction forces, those people that would actually go 
out in the Eield and actually perform the activity. . . 
. i n  underground normally two technicians will go for 
safety reasons, that you would go out and set  up a l l  of 
your men working e igns .  . . . the technicians would go to 
where the manhole is where the first load coil is, set up 
his work, set up the men working signs, put up all the 
safety apparatus. Upon opening t h e  manhole, h e  would have  
to do h i s  required test for gas, those type things. He 
would need to set up his equipment to purge the air t h a t  
is in the manhole. I f  it is in an area where theie is 
water In Lhe manholes, then he would have to pump the 
manhole, which takes time depending on how much water 
would need to be excavated from t h e  manhole. The n e x t  
thing he would need to do is go down into the mailhole 
where there is going to be numerous cables and identlfy 
the cable that he is going to be working on. Once he does 
that he is going to have to open a sleeve where the cable 
is spliced into t h e  load coil and then t h e  load coil tail 
comes o u t  and then goes to the next on down into the 
field. When you open that eleeve, you have to go to two 
points on t h e  other side and establish an auxlliary a i r  
pressure system, that being nitrogen bottles, because 
underground cables  are pressurized i n  order to keep the 
water out. , . , Once you do that you wlll have someone 
at the central office put a tone on the  speciLic pair that 
you need to find. There is no color coding, you would 
actually have to f i n d  the pair lrom the tone. Once you 
would do that, you would cut the p a i r  down where It goes 
i n t o  the load c o i l .  You will cut that off, you would see 
where i t  comes out of the load coil and goes on to the 
cable going further down the road. You would take and cut 
that off and then you would splize those two together. In 
aome caees where the cablee are extremely large you have 
a splice sleeve for the in portion of the load c o i l  and 

. 
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you also have a separate sleeve €or the out portion o€ the 
load coil, so now you have to go into two eleeves and then 
develop some way to get the cable pair continuity between 
the two sleeves,  You then cloee up, close up your sleeve. 
You bolt i t  up, you test it to make sure that it doesn't 
have any leaks. You would then after you feel confident 
that you do not have any leaks on your sleeve, you would 
then vacate that location and go to the next one and 
basically perform the same type activities. 

lie was then asked "NOW, when Verizon wants to provide DSL 
service to one of its own CustonierB, does it have to perEorm these 
oame €unctions"?" The  witness replied that Verizon would perEorm 
the aame functions regardless of who is making the request for a 
cab le  pair to provide DSL service. In addition, the witness was 
asked to assume that ADSL eervice sells fox $50 a month and that 100 
pcrcerit of t h a t  $ 5 0  was applied to the cost of removing a load coil, 
tlierl it would take nearly 56 months for that loop to become 
profitable. Witness Richter agreed,  but he noted: 

The point that I would like to make, though, is that not 
every cable pair that is out there ie loaded. So there 
are many more cable pairs that are not loaded that ADSL 
will function over as it was designed to be versus the 
quantity of cable pairs where ADSL service is requested 
t h a t  are actually loaded. So, these cost8 would not apply 
unless the service address or the cable pair that served 
that particular address was loaded. 

Witness Richter was asked to clarify i f  the $2,800 cost which 
was referenced earlier lor conditioning, is for conditioning one 
loop; the witness c l a r i € i e d  that yes, it is. The witness was also 
questioned regarding the costs of conditioning multiple pairs at one 
time. Specifically, he wae asked "Now, what would be the cost i f  
you s e n t  a technician out to do 100 at one time?" The witness 
rep1 ied : 

. . . the  only diEference would be the time that it would 
take to actually cut the pair down from going into the 
load coil arid then splicing it back together. All of the 

" D i i r l i i q  cromm - r x a m i r r a t l o n  ultneme Rjchtcr agreed that  for an MSL 
s r i v i c r  tr, be provided, as  a general propaeitlon It cannot be provided over a 
loclp t h a t  conta l i i s  a l o a d  coil 
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other activities would stay  the same. It would juet - -  
you would still open your sleeve, do all of those type 
t h i n g s  and close it up. 

The witness contends that it is Verizon's policy to only condition 
those pairs that were requested. Witnese Richter explains that the 
reason for this policy is "we don't know if someone in that 
particular cable complement where we would be taking the load8 off 
is actually going to regueet additional DSL. And in each complement 
there are 25 pairs, ao you have the potential of 25 customere." He 
continues by stating: 

We can forecast activity and typee of eervicee that will 
be provisioned out of the central office, but to get it 
down to a cable complement or a cable pair to say, okay, 
these two customers on cab le  pair one and two are going to 
request DSL service . . . . And I've got a request for 
cable pair one, so I ' m  going to go ahead and deload cable 
pair two. There ie no way for us to know that. So w e  
could deload five or ten pair on t h e  trip in, but that 
doesn't mean that one of those customers that are working 
on those cable pairs are going to come back and ask for  
DSL service. We may deload, as an example, pairs one 
through ten. We have a customer on pair one that now has 
DSL service, but next week the customer that ie working on 
p a i r  eleven requests service, eo we would be out there 
again deloading that particular pair because it wasn't in 
the ten that we chose. So there i s  no way to determine 
when we are there which actual pairs would be used for DSL 
service. 

The Verizon witneeaee were also asked to explain why Vcrizon'e 
interconnection agreement with Covad ha8 a rate of only $249.91 
loop conditioning, compared to the Verizon proposed rate 
$2,789.47. Witness Richter atated-that: 

The only thing that I can say is that the $249.91 wae a 
rate that was eatablished. I can tell you that the 
information that is provided in the cost atudy which 
relates in the approximately $ 2 , E O O  for the loop 
conditioning are the actual costs that Verizon would incur 
when t h e y  would go out and actua?.ly deload a cable pair a8 
r e  discussed e a r l i e r  today. Thie cost etudy looks at the 
actual cost baaed on average timee that it would take to 
perform that activity, and that [sic] what is our cost 

for 
of 
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otudy displaye. I am not aure where the $ 2 4 9 . 9 1  comes 
from or what It was baaed upon. 

Witness Dye added that he was not aware how the $ 2 4 9 . 9 1  rate was 
developed. When alsked if Verizon would enter into an 
interconnection agreement i f  it was not i n  their economic beet 
intarcat, he noted that negotiated agreemente are  generally packages 
and there Is some give and take on various Issues. It was quickly 
pointed out that it appeared that "the give or the take here was 
approximately $ 2 , 5 0 0  less than the actual coat of providing the 
service. " 

We believe that the inputs to Verizon's loop conditioning study 
may be flawed. Specifically, we had concerns regarding the minutes 
per occurrence in the study, which are based on SME opinion and 
appear to be extreme. Again, we do not believe they pass the "red 
face test. " 

Although the numbers in the etudy are confidential, we attempt 
to provide examples of inputs which appear to be outrageous. First, 
in its study Verizon includes more than one busineee day (i.e., 5 B 
houre) of engineering time f o r  conditioning a loop. Aa noted 
earlier, when the ALEC requests a conditioned loop, a request is 
sent to the local engineering department to analyze the network and 
draft a work order for the pair to be deloaded. The engineering 
group creates a work order that will be sent to the outside p l a n t  
conetruction forcee outlining the work necessary to deload the cable 
pair. We find it difficult to believe that this process would take 
in exceee of one businees day. 

Second, the time allocated for the outside plant construction 
group to complete its task (those identified in the tables above) . 
for loop conditioning is in excee~ of three business days (i.e. > 
than 24 houre). The cumulative times €or the work groups are 
exceeeive because i t  ahould not take an efficient company more than 
four business  days (engineering time and conetruction time) to 
complete one loop conditioning request. 

In addition, It appeare that to determine the work time 
neceeeary to condition loopo in underground plant, Verizon simply 
doubles the work time minute inputs for conditioning aerial/buried 
plant (for those activitiee common to both environments). For 
example, to remove load coile or bridged tap in either aerialjburied 

plant or underground plant one of the first steps identified 111 

Verizon's study IE "Receive work assignment Erom supervisor and 
travel to job site." There is time in minutes i d e n t i f i e d  €or this 
activity €or aerial/buried plant, and this time apparently is simply 
doubled and included in the study for conditioning underground 
plant. This appears t o  be completely inappropriate. While we 
acknowledge, based on t h e  testimony filed, chac there are COSC 

di€ferences when working in various types of plant, we finds i t  

incredulous t h a t  t h e  minutes for each activity would double when 
working underground. We do not believe it should t a k e  t w i c e  a s  long 
for a cable splicer to receive a work assignment Erom the supervisor 
and travel to the job site, jusc because t h e  f i e l d  work is in 
underground plant rather than derial/buried p l a n t .  

Verizon provided no new facts here that should cause us to 
reach a different conclueion from our decision to "reiect 
nonrecurring charges for load coil removal on short loopr based upoil 
a ~ l i c v  decisioq that a forward-looking network worild n o t  trave load 
coils on short loops." (emphasis added). PSC-01-2051-FOF-TP, 
Bei lSouth UNE Reconsideration Order, issued October 18, 2001, p .  15 
As such, our decision that a rate of zero  apply to load coll renioval 
for all loops under 18,000 feet is appropriate 

For loops over 1a,OoO feet, we believe Verizon's proposed rdLes 
are excessive Furthermore, some of the iripiiLs to the  loop 
conditioniny cost study are Plawed; t he re€ore ,  the s t u d y  s h o u l d  riot 
be relied upon to set rates for loop conditioning. As s u c h ,  t h e  
only rates this record will support are those contained in tile 

These rates were Covad/Verizon Interconnection Agreement. 
negotiated by Verizon and Covad and while we agree that the 
negotiation process involves give and take, w e  don't believe Verizon 
would make a $ 2 5 0 0  concession. 

Thus, the appropriate rates for line condlt loning are tilGSl 
approved i n  Appendix B-1. 

XI (b) . &OOP QUALIFICATION INFORMATION RATE AND APPLICATION 

Next we determine the appropriate rate, i E  any, for loop 
qualification inEormation, and in what situations the rate should 
apply. 
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As rioted by Verlzon witness Richter, the FCC mandatee that the 
I L E C  provide requesting ALECs with nondiscriminatory access t o  the 
same detailed information about the loop that is available to the 
I L K .  Speci€ically, the  issue of loop qualification was addressed 
by the FCC in paragraphs 4 2 6  - 4 2 9  of its UNE Remand Order. These 
paragraphs state, in pertinent part: 

, , . the Commission should clarify that the pre-ordering 
functiori includes access to loop qualification 
i t i  format ion. Loop qual i f i cat ion information iden t i f i es 
the physical attributes of the loop plant (such as loop 
lenqtti, the presence of analog load coils and bridge taps, 
atid the presence and type of Digital Loop Carrier)  that 
enable carriers to determine whether the loop is capable 
of support iiig xDSL arid other  advanced technologies. 

. . . ari incumbent LEC must provide the requesting carrier 
wi t l i  nondiscrimiriatory access to the same detailed 
infotmatioti about the loop that is available to the 
incumbent, so that the requesting carrier can make an 
independent judgement about whether the loop is capable oE 
supporting the advanced services equipment the requesting 
carrier intends to install. 

. . . an iricumbent must provide access to the underlying 
loop inEormation and may not filter or digest such 
information to provide only that information that is 
uselul in the provision of a particular type of xDSL that 
the incumbent chooses to offer. . . . the incumbent LEC 
must provide access to the underlying loop quali€ication 
itilormat ion contained in the engineering records, plant 
records, and other back office systems 90 that requesting 
carriers can make their own judgemente about whether those 
loops are suitable for the services the requesting carrier 
seeks to offer. Otherwise, incumbent LECs  would be able 
to discriminate against other xDSL technologies in favor  
of their own xDSL technology. 

We disagree, however, with Covad's unqualified request 
that w e  require incumbent LECs to catalogue, inventory, 
and make available to competitors loop qualification 
iriformatiori through automated OSS even when it has no such 
in€ormation available to itself. If an incumbent LEC has 
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not compiled such information far itself, we do not 
require the incumbent to conduct a plant inventory and 
construct a database on behalf of requesting carriexe. We 
find, however, that an incumbent LEC that has manual 
access to this sort of information for iteelf, or any 
affiliate, must also provide access to it t o  a requceting 
competitor on a non-discriminatory basis. In addition, we 
expect that incumbent LECs will be updating their  
electronic database for their own xDSL deployment and, t o  
the extent their employees have access to the information 
in an electronic format, that same format ehould be made 
available to new entrants via an electronic interface. 

Verizon's Mechanized Loov Pre-0-on P r o w  

Verizon oEfers a Mechanized Loop Pre-Qualification (MLPQ) 
process which provides a means for an ALEC to perform a loop 
qualification analysis. Witness Richter explains that the MLPQ 
process provide8 the requesting ALECs with nondiscriminatory access 
to tlie same information that was used in Verizon's retail ADSL 
oefering. The information includes: (1) composition of the loop 
material, including but not limited to fiber optics or copper: ( 2 )  
the existence, location, and type of any electronic or other 
equipment on the loop, including but not limited to digital loop 
carrier or other remote concentration deviceB, feeder/distribution 
interfaces, bridged taps,  load coils, pair-gain devices, disturbers 
in the same or adjacent binder groups; ( 3 )  the loop length, 
including the length and location of each type of transmiasion 
media; ( 4 )  the wire gauge(s1 of the loop, and ( 5 )  the electrical 
parameters of the loop, which may determine the suitability of the 
loop for varioue technologies. 

The ALECs utilize a Graphic Ueer Interface (GUT) on Verizon'e 
Internet-baaed Wholeaale Internet Service Engine (WISE) t o  accese 
the MLPQ capabilities. Witness Richter notes that t h i o  accees was 
chosen because ALECs currently have access to thie interface and 
utilize it on a regular basia. The ALEC accesses the MLPQ form and 
enters either a working telephone number or a valid addrcse into the 
syetem. The WISE syetem interfacee with a report generation program 
which then acceseee several different eysteme providing the ALEC 
with the information listed below. 
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NPA and NXX 
Local Termination CLLI 
ExiEtence of a pair gain or DLC and if present, the type 
Existence of DAML in the loop 
Type of loop length provided (actual or electronic 
me a a u re me n t ) 
Loop length 
Loop length by gauge of cable 
Type of any load coils 
Quantity of load coils 
Location of load coile 
Quantity oE bridged taps 
Location of bridged taps 
Type and number of dieturbers in the feeder cable of the 

T y p e  and number of diaturbers in the distribution cable of 
the loop 
Composition of the eeeder and distribution cables 
Wire center name 
OBI? response codes and descriptions 

loop 

Verizon proposes a non-recurring rate additive for recovery o €  
the transirion c o s t a  associated with allowing ALECs to perform loop 
qualification utilizing the MLPQ process. Witness Dye asserte that 
the MLPQ coats ehould be recovered from ALECs becauee they are the 
parties demanding the service. He believes the moat eEf ic i enc  
pricing etructure ie one baaed on access to and uae of Verizon’s 
ayeteme. Thus, the witneee contende that it is appropriate to 
establish a loop qualification rate additive based on the relevant 
OSS coete and t h e  forecasted number of orders, as estimated by 
Verizon, t o  provieion services to ALECs. Furthermore, he 6tates 
that it is a relatively straightforward and simple matter to take 
the total relevant cost8 and divide them by the forecasted ordera to 
calculate the loop charge. 

Witness Richter contends that Verizon incurred approximately 
$1.014 million in transition costs €or the mechanized loop pre- 
qualification project during 2 0 0 0 .  He explains that this includes 
the coete  €or two Data Processing Service Requests (DPSR) that 
provided for the equipment. and software to acce~e and interface the 
eyetsma that contain the facility information. In addition, the 
eyeteme involved in providing thie information worked independently 
and had only limited interface capabilities; in fact, there was no 
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need to interEdce these systems until the k!LPQ process was:  
implemented. Verizon’s Business Analysis Group trdcked the findricial 
costs of the two D P S R s .  The DPSRs were for ALEC access to WISE, 
Assignment, Activation and Inventory Services System IRAIS), and 
other systems that contain the  facility information. SoEtware was 
also needed to format a response containing the requested facility 
in€ormation. 

Verizon’s proposed c h a r g e  is an additional $0.51 pel- AI.EC liiic 
stiai-ing request. The $0.51 per Local Service Request (LSRI r d C e  
additive is the total MLPQ transition coses of $1.014 million 
incurred in 2000, divided by the three-year projected demand for 
line shak-lng LSRs of 2 . 0 0 5  million. As s u c h ,  witness Dye c o n t e n d s  
that the proposed rate additive is designed to 1-ecover tile $ 1 . 0 1 4  
million i n  OSS MLPQ transition costs incurred over the 2.005 m i l l l u n  
ALEC 1 ine sharing requests expected over  t h e  2 0 0 1  -200 J t ime  p e r i o d .  

FurTlierniore, witness Dye contends t h a t  g i v e n  the intiel-ent 
uncertainty 1n demand forecasts and to ensure tiiat Verizon recovers 
a l l  o f  rhese costs, Verizon proposes chat tlie per - I .SR r a ~ e  a d d i t i v e  
remain i n  place until 2 . 0 0 5  million line s h a r i n g  CASK orderv Iiave 
been  processed within the old GTE serving territories. klitness D y e  
believas that the per-LSR rate additive could be a p p l i e d  beyond the 
three-year recovery period if demand forecasts are overstated. lit? 
believes that t h i s  method provides a fair and equitable means of 
recovering Verizon’s MLPQ transit ion costs 

PECI S ION 

Verizon’s MLPQ process comports with the p e r t  iiienL portioiis of 
the FCC’s UNE Remand Order. Specifically, i t  appears Lhat Verlzon 
is providing AIBCs with like access to loop information a s  well a s  
comparable information about the loop so that the requesting AI.EC 
can make an independent judgement about whether the loop is capable 
o€ supporting the advanced services- equipment the requesting carr ler  
intends to install. In an interrogatory Verizon wds asked to 
explain how its employees access loop qualification information. 
Verizon responded: 

Verizon employees access loop make-up inLoi-mat ion tllrotlgll 
the Interactive Computer Graphic System (ICGSI uving the 
Quality Network Analysis System (QNAS) module. lhe QNAS 
module providee Verizon employees with a1 1 the informatlon 
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associated with a loop make-up requeet including: item of 
plant modifier ( I P I D ) ,  cable size, Account, I P I D  length, 
cable gauge, cable load, resistance, lose in db,  and load 
sect ions. 

Another system accessed by Verizon employees is 
Assignment, Activation, and Inventory System ( M I S ) .  The 
A A I S  provides facility inEormation for making loop and 
central office equipment aesignments and maintains an 
inventory of the vacant and assigned facilities. 

Based on this response it appears that Veriaon's employees and the 
ALEC community access  information in a similar manner. This 
comports w i t h  the FCC's finding that . . . to the extent 
their eniployees have access t o  the information in an electronic 
forniat, t h a t  same format should be made available to new entrants 
via at1 e lectronic  interface." FCC 9 9 - 2 3 8 ,  1 4 2 9 .  I n  addition, tlie 
teoponse demonstrates that: Verizon is providing the ALEC community 
with "the 9ame derailed information about the loop that is available 
to the incirmbent, so that the requesting carrier can make an 
independent judgement about whether the loop is capable of 
supporting the advanced services equipment . . . . " FCC 9 9 - 2 3 8 ,  1 
427. 

While Verizon's MLPQ process provides the ALECs with like 
informatiori and non-discriminatory access to that inEormation, 
Verizon's assessing an additional $0.51 per ALEC line eharing 
requeat to recover its MLPQ costs is incorrect. Our concerns are 
not with tlie costs themselves but with Verizon'B proposed method of 
recovery. 

Verizon witnesg Dye stated that . . . the ALECs would access 
Veriron's database, i f  you w i l l ,  to get the makeup of the loop in 
question to see whether that loop qualiEies for xDSL service for 
line sharing purposes." He explained that when Verizon receives an 
order f o r  line sharing, the 51-cent charge would apply in addition 
to any other ordering chargee associated with ordering the line 
sharing. At his deposition, the witness clarified that an ALEC 
could obta in  loop qualification in€ormation, but if the ALEC does 
not submit an order for  line sharing, then the ALEC would not be 
charged fo r  the loop qualification in€ormation. 

We are troubled by the fact that Verizon has linked i t a  
recovery for its loop qualification procese 8 0 h l y  to ALEC 
sharing ordere. While ALECs that line share may obtain 
qualification information, other ALECe may a l a 0  obtain t h i n  

cost 
1 ine 
loop 
loop 

information. In fact, the FCC stated that "Loop qualification 
inEormation identifies the physical attributee of the loop plant . 
. . that enable carriers t o  determine whether the loop it3 capable of 
supporting xDSt and other advanced tschnologiee." Nowhere In the 
FCC's UNE Remand Order i e  line eharing diecueeed. Furthermore, in 
United S t a t e e  Telecom Aee 'n ,v .  FCC: , 2 9 0  F.3d 4 1 5  (DC Cir. Z O O Z ) ,  it 
was determined that the FCC's Line Sharing Order should be vacated 
and remanded back to the FCC". However, on.September 4 ,  2 0 0 2 ,  the 
Court entered a partial stay of its declaion until January 2 ,  2003. 
Therefore, at leaet until January 2 0 0 3 ,  it appears that the statue 
quo will be maintained. 

We find that the additive shall be assessed on each ALEC x D S L  
loop ordeK and each line sharing order, aasuminq Verizon still 
offers line sharing, since it is most likely that thoee ALECs using 
t h e  MLPQ process are those ALECs trying to determine if a loop ie 
capable of supporting the advanced services equipment they wish to 
install". This approach would assem a charge on the majority of 
cost causere rather than a limited few. 

The appropriate rate for Verizon'e mechanized loop 
qualification is $ 0 . 5 1 .  This rate should apply ae an additive on 
each ALEC xDSL loop order and each ALEC line sharing order. The 
additive should remain in place until a total of 2 . 0 0 5  million ALEC 
xDSL loop orders and line sharing orders have been processed within 
the old OTE eerving territories. Verizon should provide staff with 
its forecaeted demand for both ALEC originated xDSL loop orders and 
line sharing ordere and provide an catimate of when it bel ieves it 
will cease to collect: the $ 0 . 5 1  additive charge. Thie information 
shall be provided within 30 daye after the ieeuancc of the final 
order in thie docket. 

"United Statto Telecom A a s ' n  v .  FCC. 290 F.3d 415 (DC Cir. 3 0 0 2 )  wao 
decided Hay 24, 2003, after the record in thim proceeding uae clooed. 

"Whllc we believe a "per query' charge is more appropriata, there 1s no 
record evidence to rupport much a proposal 
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XII(a1. pE CURRINQ AND NOW-RECURRINU RATES FOR W E  PLATFORM 

Here, we examine, without deciding the eituatione in which such 
combinations are required, the appropriate recurring and non- 
recurxing rates Tor the following WE combinatione: 

(a)  "UNE platform" coneieting of: loop (all) , local (including 
packet, where required) switching (with eignaling), and 
dedicated and shared transport (through and including 
local termination]. ; 

Both the ALECs and Verizon proffered testimony regarding the 
incumbent's obligation to combine UNEs on behalf of the ALEC. Much 
of that  testimony i a  largely moot because the Supreme Court in 

n CQnUnUUat lOnB Inc.. et a l .  v .  Federal Communications 
CommJesion. e t  a l . ,  152 L. Ed. 2d 701, 122 s. Ct. 1 6 4 6  ( 2 0 0 2 1 ,  has 
iseued a ruling which addreesea the dieputes identified by the 
partiee. Moreover, this issue is to addrese the appropriate rates 
for UNE combinatione, the situations in which such combinations 
are required. As such, we decline to consider any testimony which 
goes beyond the etaeed issue. 

a ,  

A UNE platform or UNE-P i s  a combination of a loop, local 
circuit switching and shared traneport. Baaed on Verizon's proposed 
UNE loop and port oEferings, ALECs will technically have the 
capability to create four difEerent platforms, which are integrated 
combinationa of a UNE loop and a UNE port a 8  followe: 

(1) Basic Analog Platform, which would be comprieed of a 2 -  
wire UNE loop and a baeic analog line aide port; 

(21  19DN BRX Platform, which would be comprieed of a 2 -  
wire UNE loop and an ISDN BRI digital line side port; 

( 3 )  ISDN PRI Platform, whichwould be comprised of a DS-1 
UNE loop and an fSDN PRI digital por t ;  and, 

( 4 )  DS-1 Platform, which would be comprised of a DS-1 UNE 
loop and a DS-1 digital trunk eide port. 

Verizon d i d  not propose specific W E - P  ratea; inetead, as 
explained by witneee Trimble the monthly recurring charge (MRC) for 
UNE-P will equal the 8um of the MRC8 for t h e  individual UNEs  that 

are required by the ALEC to create t h e  p la t form.  Thus, the t o L a l  
MRC paid by the ALEC will include a deaveraged UHE loop MRC plus a 
UNE port MRC, Verizon's switch usage rates (end-o€Eice and tandem) 
and common/shared transport rates will apply, as appropriate, for 
a l l  minutes of use generated. from the platform. Likewise , 
according to witness Trimble, Verizon's proposed rates  for switch 
Eeatures would apply when specific switch features are ordered, as 
well as Verizon's proposed rates for "non-call set-up" queries to 
the Company's databases. 

An ALEC would order UNE-P using Verizon's standard Local 
Service Request (LSR) form. Witness Trimble notes t h a t  prior to 
ordering W E - P ,  an ALEC is not required to be collocated since 1 1 0  

handoff of facilities to the  ALEC is necessaz-y .  Furthermore, 
Verizon will provision UNE-P in a manner  similar to how i t  
provisions resale of its own retail services. Also, U I I E - P  is alwdys 
provisioned a s  a measured service 'Tile A L E C  will he L>iIlt.d fur 
local switching usage, as well a s  shared transport. V e r  izon F l o l - i c l ~  
will provide  local and access usage files to the  ALEC so i t  can. l r i  

turn, bill its end-users and a n y  interexchange coiiipanies 
Currently, Verizon Florida does not charge fo r  usage files pravIdeci 
to t h e  ALECs. Finally, vertical seivices can be added to any 
platform a t  the ALEC'a option; additional charges a p p l y  for  such 
vertical services. 

According to witness Richter, Verizon will inciir costs f o r  
ordering and provlaioning activities w h e n  prccessing ALEC reqiiests 
for W E - P  He explalns that because UNE-P is a migration f x o m  
retail or resale Bervices, central ofrice and field installation 
activities are  not required. 

Ordering activities for UNE-P are handled by Verizon's lJatralla1 
Marketing Center (NMC) .  Coats €or ordering activities were 
developed based upon work time studies conducted during August 1 9 9 9  
in the NMC €or resale orders; this'process is the same as used €Or 
UNE-P requests. The work times were multiplied by the loaded labor 
rate €or a NMC representative to develop the costs. 

The provisioning activities associated w i t h  UNE-P include 
facility aasignment and ewitch tranolatloras, i E  reqi~ired. The 
Assignment Provieionin9 Center (APC) activities relate to "touclretl" 
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required to process an ALEC request". To determine its cost for 
provisioning, Verizon developed the minutes per occurrence based on 
the number o€ touches in the APC and applied a factor for the 
probabil i ty  that an'order would require provisioning work. Witness 
Richter explains that many UNE-P orders can be provisioned 
mechanically from network components in inventory. For example, a 
"Migration as Is" requires only one switch translation to convert to 
minute of use measurement. However, more complex requests, such as 
"Migration as Specified'' orders, require more manual provisioning 
due to switch translations, routing instructions, and eervice 
arrangements. The work time per touch was weighted by the 
p~obability of occurrence and multiplied by the loaded labor rate 
foz- APC personnel to determine the costs aseociated with each type 
of migration order. 

The ALECs filed little speci€ic testimony regarding Verizon's 
I R I E - P  proposal " However, in its brief the ALEC Coalition atates 
r I1n t :  

The  Commission should set Verizon's recurring and 
nonrecurring rates as recommended in Issues 8 and 9 .  
Veritori' s proposal is inappropriate for reasons discussed 
throughout this brief. Moreover, Veriton'~ insistence on 
using UDLC technology instead of IDLC technology creates 
rates that are highly inappropriate for UNE-P, as 
discussed more completely in EsBue 7 ( M ) .  

DECISION 

I t  appears t h a t  based on the testimony and exhibite provided, 
the most significant controversy relating to the proposed rates €or 
W E - P  ie whether or not UDLC or IDLC technology should be assumed to 
be deployed. T h i s  matter was addressed in detail in Section VII(ml. 
As we found in Section V I I ( m ) ,  the assumption of IDLC technology is 
appropriate when calculating UNE-P recurring rates. Verizon 
disagrees. 

I' A 'touch" refers  to each inetancc i n  which a Vcrizon employee 
performs work 011 d particular service order. 

I' T h e  ALECa explored t h l e  issue during the hearfng with s e v e r a l  Verizon 
witnesses v i a  ctoss-cxaminatlon 

ORDER NO. PSC-02-1574-FOF-TF . .  
DOCKET NO. 9906498-TP 
PAGE 2 8 0  

Verizon'e proposed UNE-P rates equal the sum of the propo~ed 
unbundled port  and loop rates becauae it believee that modeling UNE- 
P based solely on IDLC will reeult in rate8 that understate the cost 
of unbundling v i a  a UNE-P arrangement in the real network. Vcrizon 
explains that an unknown percentage of unbundled loop8 in the real 
network that would otherwise be served via IDLC will be served by 
terminating them on a D4 channel bank over a copper facility. 
Likewise, some such loope will be served be terminating them on a 
central ofEice terminal via the fiber facility associated with the 
IDLC system that they would.otherwise be eerved from. Not all of 
the loops will be migrated back to the IDLC arrangement if they are 
subsequently eerved via UNE-P, so Vcrizon contcnde that setting the 
rates €or these loopa based on the sum of the unbundled port and 
loop charge makes sense. Furthermore, Verizon argues that given the 
ALEC Coalition is unable to identify the location or number of t h e  
loops they  expect to unbundle with either an unbundled loop or UNE-P 
arrangement, Verizon choee to Bet the rate for a l l  UNE-P loope equal 
to the sum of the unbundled port and loop rates. Verizon reiterates 
that to aaeumc an IDLC arrangement for a l l  such loope would 
underestimate the cost of the W E - P  arrangement, eince they would 
not all be proviaioned via IDLC. Moreover, setting the UNE-P rate 
equal to the sum of the unbundled port and loop rates underetatee 
t h e  cost of the arrangement because it omits the coet of the jumper 
and the 4Tel t e a t  equipment needed for thoet loops not eerved by a 
DLC. The unbundled loop rate exclude6 these costs bccauee the 
jumper and teat equipment are not needed when the ALEC provides its 
own switching. 

Although Verizon implicitly advocates the use of UDLC for 
determining W E - P  rates, we note that it i e  possible to modify ICM 
to utilize IDLC in estimating costs. Witness Tucek explain6 that: 

I €  the "Retail" option is selected i n  the run time options 
screen, ICM-FL will model a network configured with IDLCs. 
The only thing else that ncede to be done l e  t o  develop 
expense inputs that are coneietent with thie network 
conLiguration and that exclude the avoided retail eoute. 
I €  this Is done, the TELRIC for the 2-wire loop falls by 
$1.39 to $21.55 per month. 

fn addition, on cross-examination witneae Tucek acknowledged that 
Verizon currently uses IDLC in its network. When asked why Verizon 
uses this technology, the witness expiained: 
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It usee IDLC to provide aervice to i t a  o w n  end user 
customers because those customere can be integrated from 
the IDLC into the trunk-side of its switch and at a lower 
cost of providing service to them. 

Furthermore, the witness agreed that if an ALEC was providing UNE-P 
purchased from Verizon, Verizon might use the IDLC facilities that 
it haa in i t s  network to provide the UNE-P trafEic. Witness Tucek 
explains that the two-wire loop coat that is part of Verizon's 
proposed rates for UNE-P do not aesume IDLC, they assume a universal 
DLC, which ie a configuration in which the loop is terminated on the 
line-side of the switch or at the main distribution frame. 

when aaked why Verizon did not file the cost for UNE-P based on 
IDLC, witness Tucek explained: 

That was really a pricing and policy decision that Mr. 
Trimble decided the price,  the UNE-P ie a loop plus a 
port. However, ICM-Florida does have the capability of 
modeling IDLC architecture and aleo changing the mapping 
code to give you a WE-P that is proviaioned via EDLC. 

The witness agresa that i f  UNE-P is provided using IDLCa rather than 
UDLCe the coat ie l e a e .  

As addressed in Section VII(m), the use of IDLC is the forward- 
looking technology when an integrated loop and port are provided to 
an ALEC. While Verizon witneso Tucek stated that I C M  can model a 
network configured with IDLCe, we were not able to model t h i e  
configuration because of luck of support to "develop expenee inputs 
that are coneistent with an IDLC network configuration and that 
exclude the avoided retail costa." However, we believe that it is 
reasonable to establish a rate that takee advantage of the benefits 
achieved when deploying a network which utilizes IDLC. A8 euch, we 
find that the recurring ratee for UNE-P equal the sum of the monthly 
recurring chargee for the individual WEE that are required to 
create the platform, leas $1.39 t o  account for the coat saving from 
ueing IDLC technology. 

With regard to the non-recurring rates for UNE-P, ALEC 
Coalition witness Morrieon notem that he did not recalculate any of 
t h e  rate8 proposed by Verizon. He explains that: 
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The reason I did nor was because I liad coiiceriis with 
certain porcions of the rate s t r u c t u r e  proposed by 
Verizon. More specifically, if an ALEC were to request 
WE-P migration on an "as  is" basis where no specified 
changes were required, I can think of no reason why any 
service connection charges would apply. Hence I did not 
audit Verizon's development of the service connection 
charges, because they should be set at z e r o  

As addressed in great detail 111 Sect ion  V I I ( m 1 ,  w e  find LIML 
utilizing IDLC technology is appropriate for  UNE-P. As s u c h ,  the 
recurring costs €or W E - P  should be reduced by $ 1 . 3 9  to account €or 
the cost aaving from using IDLC technology. T h e  appropriate iiori- 
recurring charges are those w e  approve in Appendix 8-1. 'I'tieue riori- 
recurring rates were derermined based on our findings in Seceiori 
V I I I ( d 1  and all other applicable findings in other sect ions of this 
Order. 

XI1 (b) RECURRINO AND NON-RECURRING RATES FOR TYPES OF "EXTEND-= 
LINKS" UNE COMBINATIONS 

Ne next determine, without deciding the situatioiis i n  w h i c l i  
such combinatlons are required, the appropriate recurr~ng and non- 
recurring rates for the following LlNE combinatlons: 

(b) "extended links," consisting of: 
( 1 )  loop, D S O / l  multlplexing, DS1 interoffice t i - a n s p o r t ;  
(21  DS1 loop, DS1 interoffice tranuporL; 
( 3 )  DS1 loop, DS1/3 mulliplexiiiy, DS3 i i i r c i o € t l c c  

transport. 

An EEL is a combinatlon of dedlcated transport, inul tiplexing as 
required, and unbundled loops. Multiplexing is the division of two 
or more channels into one single channel for transmission over the 
telecommunications network. Verizon's non-recurrlng rates are €or 
costs based on the multiplexing of DS-3 to DS-1 signaling. The 
multiplexing costs reflect the labor cost €or a central office 
technician to install jumpers on the digital system cross-connect 
(DSX) panel. EELS do not require d collocatlon arrangement at each 
end office. The interofEice dedicated transport (IDT) and 
nitiltiplexer, either DS3 or DS1,  may be combined w i t h   loop^^ eitticr 
DS3, D S 1 ,  or 2 -  o r  4-wire loops. EEL combinations may be colnprlsed 
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of DS3 IDT with a DS3 loop, DS1 IDT w i t h  a DSI loop, or voice grade 
transport with a voice grade loop. 

A n  EEL facilitates the extension of an unbundled loop beyond 
the central office that serves an end-user customer. Verizon 
witness Trimble explains that by using an EEL, the ALEC can avoid 
the need to collocate at every central office to gain access to the 
unbundled loops within each central office. Verizon's EEL 
combinations do not include local circuit switching. An EEL 
combination also allows an .IXC with CLEC status to aggregate UNE 
loops and trarieport them back to ita ewitch or distant node without 
having to collocate i n  a Verizon central office where the loop 
originates. 

With regard to non-switched EEL combinatione, Veriton will 
offer combinations of network elemento that are already combined, 
i n c l i i d  ing combinat ions of loop, multiplexing/concentrat ing 
eqtiiprrient, dedica ted  transport and entrance facilities. In 
a d d i t i o n ,  it will provide new (not already combined) EEL 
combinations for ALFCs provisioning customers served by Verizon's 
local circuit swicches that are located in the FCC's density zone 1 
in t h e  Tampa-St. Petersburg-Clearwater Metropolitan Statistical Area 
( M S A ) .  As explained by Verizon witness Trimble, per FCC rule 
51.319, the oEEering of new EEL Combination6 will exempt Verizon 
from p r o v i d i n g  iinbiindled local circuit switching to requesting ALECs 
when the ALEC intends to serve a customer with four or more voice 
grade (DSO) equivalent lines i n  the Tampa-St. Petersburg-Clearwater 
a i  ea 

Witness Trimble testiIies that there are many potential 
combinations o€ loop types, multiplexing arrangements, and transport 
bandwidth t h a t  could be provided under an EEL arrangement. As s u c h ,  
Verizon proposes that the recurring rate for each EEL UNE 
combination be the sum of t h e  iridividual loop, transport and 
multiplexlng rates for each of the'individual UNEs that make up the 
combittat ion. " 

"Ver Izon witnens Trlmble also prof fcrcd tcetlmony regarding under what 
condi t ions an existing spec ia l  accens arrangement can be converted to an EEL.  
He do not address  that testimony becauoe aa noted in Iiiue 1 2 A  this i s a u e  I n  
to address r a t e s ,  not provisioning obligations of t h e  ILEC. 

1 1.. 
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V 

Verizon witness Richter tcstifiee that Veriton will incur coma 
€or ordering, provisioning, central of€ice and field connection 
activities aesociated with the EEL request . l o  Veriton determined the 
activities and resulting non-recurring costa associated with EEL 
requests in the same manner as dark fiber requeeta. &a aueh, 
witness Richter refere to his teetimony on activities and cost 
determination €or dark fiber requests, noting that: it "appliee 
equally to EEL requesta." 

ORDER1 NG 

The ALEC will place its order f o r  an EEL through the Accces 
Serv ice  Request (ASR) process. Witness Richter cxplaine that unlike 
the Local Service Request (LSRI submitted to Verizon-West's National 
Market Center (NMC), an EEL order is eubmitecd am an ASR through 
Verizon-West's National Access Customer Center (NACC). The witncee 
explains that the NACC i a  located in Durham, North Carolina, and 
stafEed by Service Consultante who interface with customers either 
manually or electronically, baeed on how the ALEC submits its  ASR. 
The Service Consultants at the NACC are a l s o  responefblc for 
processing I X C  ASRa. The NACC has existed €or approximately 20 
years  in Verizon-West and according to witness Richter, hae a great 
deal of experience in proceseing IXC requesta for both switched and 
special access services. 

Once the NACC receives an ASR, it is checked f o r  complctenesa 
and accuracy. The NACC then releases the order into Verizon-West'a 
access order proceeaing eyetem, which routes i t  to the appropriate 
provieioning and central office/field installation groups involved 
with completing Florida orders. 

Verizon-West, in conjunction with Arthur Andersen LLP, . 
conducted time and motion etudiea of the activitiee performed by the 
Service Consultants in the NACC to establieh the work t h e e  
associated with the varioue typee 6f orders handled there, Hitnees 
Richter notes that dakk fiber ordere were not studied bccaure the 
offering d i d  not exist at that time; however, he believes that dark 

'*For an EEL migrrtlon, which in vhcn an ALEC requcrtm that an exirting 
mpccial accesn circuit be converted to an EEL w i t h  UNE rates, Verizon will 
incur costa for ordering and provinioning activities associated with the 
requests. 
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fiber orders are processed in the eame manner a6 dedicated non- 
switched Lransport orders. Therefore, ae the witness noted earlier 
this would also  apply to EEL orders. To derive the costs associated 
with ordering, Verizon has multiplied the work time for the 
dedicated non-switched transport order by the loaded labor rate 
(LLR) for the NACC Service Consultante. 

PROVISIONING 

EEL ASRs are provisiQned through Verizon-West’s Business 
Response Provisioning Centers (BRPCs) located in Ft. Wayne, Indiana 
and Tampa, Florida. The BRPC has Plant Control Office (PCO) and 
deaign/engineering responsibilities for EELS. The BRPC receives the 
order from the NACC, verifies that the order is entered into the 
facility administration ayatem, which is called Telecom Business 
Solutions (TBS), checke for accuracy and completeness, and enters a 
distribution code into TBS to route the order to the required work 
groups. The BRPC must acce8a facility records in its inventory 
database, change the records to identify the network configuration 
requested by the ALEC, and create updated circuit and design layout 
report a .  

The coete for provisioning activities completed by the BRPC 
were developed by cost managere who used data from the TBS database 
to determine the number and type of ordera or lines worked by each 
group in the BRPC. The BpFC productive hour8 were used to develop 
the time per ASR. This work time wae multiplied by the LLR for the 
BRPC to develop the cost. 

6r F U D W O R Y  

For central office costs, “jumper-running“ studies were 
conducted to develop the time to install or remove one jumper cable. 
The time per jumper wam multiplied by the central office technician 
LLR to develop the coat per jumper-activity. coats  are based on the 
number of jumpers required for each of t h e  activities discussed 
above. Outside plant field work time is based on a drive time study 
that provides the average time to reach the point of interconnection 
and place a fiber jumper. Costs were calculated by multiplying the 
time Cor the outaide plant activity by the LLR for the outside plant 
technician. 
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ALEC Coalition witness Ankum believes that Verizoii’s pioposal, 
that the rate for each EEL l N E  combination should be the sum of the 
individual loop, transport and mu1 tiplexing rates for each 
individual UNE that makes up the combination, will “almost 
undoubtedly lead to over recovery.” He explains thac when an ALEC 
purchases an EEL it is actually purchasing a transmission p a t h  thar 
will in most circumstdncea reach from a customer’s premises,  through 
Central Office A and ultimately to Central O€fice 8 .  When compared 
to an ALEC purchasing an unbundled loop, multiplexing (or cross-  
connection), and interoffice transport separately, the facilities 
provisioned (and indeed the manner by which they are provisioned) 
will vary substantially. The witness believes a n  exanqile best 
11 lustrates the potential di€ferenccs. His example is provided. 

Consider an unbundled loop that currently serves a 
customer using a digital loop carrier architecture. I f  dii  

ALEC were to order that unbundled loop o n  a s t a n d - a l o n e  
basis. VeLlzon would terminate t h a t  unbundled loop via a 
2-wire analog jumper directed to the ALEC’s collocation 
space. In doing so, Verizon would include in the cost of 
that unbundled loop the central office terminal (COT) 
costs of the digital loop carrier system required to 
multiplex t h e  signal associated with that individrial loop 
(likely from a DS1 transmisalon embedded 1 1 1  a n  OC3 
bitstream) into a DSO equlvalent (the COT would a l s o  do 
the digital to analog. conversion necessary to arrive a t  an  
analog 2-wire inter€ace). These COT costs are a 
substantial component of Verizon‘s 2-wire unbundled loop 
rate. 

Consider now that the same ALEC purchases t h e  same loop 
but lnstead of terminating that loop in its collocation 
space. the ALEC chooaes to combine chat  loop with 
interoffice transport for purposes of garherlng that loop 
a t  a distant central o f f i c e  (i.e., and [sic] EEL 
arrangement). In such a circumstance, there would be no 
need €or Verizon to de-multiplex that original signal from 
its original DSl or  OC3 format (or t o  execute a digital t o  
analog conversion) because that signal will simply be 
loaded onto a central office €acility (of at least that 
bandwidth) €or delivery to the central office. Because 
the signal need not be converted at this point to an 
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analog, 2-wire electrical signal for delivery to the 
collocation space, coats can be saved. 

Witness Ankum s t a t e s  t h a t  I €  Verizon were to de-multiplex and 
convert the DSO signal representing the ALEC's unbundled loop used 
i n  the EEL arrangement, it would simply be required to re-multiplex 
and convert the signal again before it could ready the signal for 
interoffice transmission. He argues that this would be duplicative 
and 1neEEicient. Furthermore, he believes that i f  we adopt 
Verizon's simple "sum of  the UNEs involved" approach, it will be 
saiictioning such inefficient cost recovery. 

Witness Ankum explains that many ALECs aggregate individual DSO 
unbundled loops at a Verizon central office, multiplex those DSOs 
onto a higher bandwidth trunk and traneport those DSOs across the 
interoEfice network in bulk. Ife believes t h a t  in doing so the ALEC 
will, a t  the terminating central office, receive the DSO signals 
representing individual unbundled loops, at a DS1 or h i g h e l  level. 
In this circumstance, he contends that no de-multiplexing or digital 
to arialog conversion is necessary and that the cost savings 
asoociat~d with avoiding ttieRe activities is one of the greatest 
benefits of the EEL arrangement. However, as previously noted The 
w i t 1 w s s  believes Verizon's proposal to add the UNE rates  together 
to a r r i v e  at EEI, r a t e s  negates any of the benefits by allowing 
Vexiton to recover  costs that i t  never incurs (multiplexing arid 
conversion) instead of passing savings associated with avoiding 
tlicse costs o n t o  the ALEC. 

Witness Ankum argues that Verizon should be required to 
undertake an individual TELRIC study f o r  at least the most common 
EEL arrangements (i.e., DSO loop-DS1 interoffice transport, DS1 
loop-DS1 transport and O S 1  loop-DS3 transport). In addition, he 
believes Verizon should be required to establish rates for EELS 
recognizing any cost reductions aesociated with purchasing t h e  
respective elements in combination. He contends that "BellSouth 
provided rates  specific to the most common EELS as etand alone rate 
elements. Verizon should be required to do the same after having 
filed (an approved) a cost study recognizing the cost savings 
associated with combining the individual UNEe comprising an EEL."  
Furthermore, he believes special attention should be paid  to 
recognizing the cost savings resulting from an integrated 
combination of transmission facilities for purposes of avoiding 
wiipcessary multiplexing and conversion. 
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Witness Ankum also expressed concern regarding the multiplexing 
rates proposed by Verizon for use with EEL arrangements. The 
witness compared Verizon'e proposed multiplexing rates with thoec 
approved €or other carriers. Specifically, he notes: 

. . . Verizon proposes a monthly recurring rate of 
$ 5 1 7 . 7 1  per month for DS3 to DS1 multiplexing. By 
comparison, BellSouth i e  allowed to charge $211.19 for 
this same function (See Order No. PSC-01-2051-FOF-TP, 
Docket No. 990649-TP, p. 51) Likewise, Verizon in New 
Jereey is allowed to charge $364.60. (See NJ Board of 
Public Utilitiee, Docket No. T000060356, Attachment, Page 
3 of 5 )  Ameritech Michigan chargee $262.31 (Bee Ameritech 
tariff M.P.S.C. No. 20R, Part 19, Section 12, 2"" Reviecd 
Sheet No. 2 7 )  Again, Verizon'e proposed rate  exceed6 the 
average of these comparable rates offered by other 
carriers by approximately 185%. 

Witness Ankum was asked to explaln what he believes causes 
Verizon'e "exaggerated ratea." He explained that unlike DS1 loops, 
Verizon calculatca multiplexing costs via its XCM model. As a 
result, the witness stated that he was "unable to view the actual 
calculation that translates Verizon's material coste into what 
Verizon terms aa TELRIC." Furthermore, the witness explained: 

I can only review the computer code that is used to 
compute the Verizon numbers and theee provide little 
additional inEormation. As a result, I cannot pinpoint 
where in Verizon's calculation it errs to the degree of 
allowing its rates to more than double those of most other 
carriers for this specific rate element. My expectation, 
however, ie that an abyemally low €ill factor (like that 
evidenced in Verizon's DS1 study) is to blame. As a 
result, I would recommend that the Commission extend its 
finding that a 90g fill facEor for all 357c equipment 
(central office 'non-switch equipment) is a reasonable 
assumption that must be instituted by Verizon throughout 
its studies including its multiplexing analyeie. It ie my 
expectation that euch a dccieion would go along [sic] way 
toward correcting the exaggerated reeult evidenced by 
Verizon's overstated multiplexing chargee. 
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ALEC Coalition witness Morris011 reviewed Verizon’s non- 
recurring charges for the service connection and ordering costs for 
an initial DSl/DS3 EEL. The witness recommended several changes for 
ordering a DSl/DS3 EEL on a 100% manual baaie. First, Witness 
Morrison recommend6 reducing the work times for manual faxing to 5 
minutes and the time to fax a firm order confirmation to 3 minutes. 
These times are significantly less than those proposed by Veriton 
(Verizon’s specific times are proprietary). Witness Morrison 
contends that “Operating a modern fax machine to send even a large 
volume of paper is a relatively simple task considering the 
technology available today, Therefore, 5 minutee and 3 minutes 
respectively are adequate for two fax transmieeions.” 

In addition, witness Morrison recommends reducing the work time 
to enter a new order to 1s minutes. Again, this ia less than the 
time included in Verizon’s study. The witness explains t h a t  based 
on his experience, new order entry utilizing reasonably well 
designed systems and business processes do not take the amount of 
time noted in the Verizon study. Furthermore, Verizon proposed 
several minutes f o r  error correction. However, witness Morrison 
believes thie is an unnecessary etep. He argues that the order 
ehould have been reviewed as part of the Production Order Entry with 
system edits doing the error correction taek. 

Next, witness Morrison contends t h a t  the minutes for 
escalations and quality check ehould be zero. He believes that 
“These business proceesee are an indication of failure on the part 
of the ILEC.” He goes on to explain that the failures typically are 
recorda eynchronizatlon iseuea on a eyetam-to-eyetem basis  or d 
mismatch between eyeteme etatus and the actual etatus of the 
phyeical equipment and should not be paid for by the ILEC. While 
Verizon‘e speciCic numbers f o r  eecalationa and quality checks are 
proprietary, they are greater than zero. 

With regard to the dieconnect‘portion of the ordering charge, 
witness Morrieon reduced the time required to enter a disconnect 
order to 10 minutee. The witness contends that he made these 
changee because the Verizon study relied on unexplained time index 
calculation8 that also relied on productive minutes. tie e t a t e s :  
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order entry is a relatively simple r a s k  and irivolvrs 
little in building data bases or records entries, but is 
the process of removing existing service InEormation Erom 
records which is by ita nature a much less time intensive 
activity. Therefore, I believe 10 minutes is a reasonable 
time for disconnect entry. 

Based upon the reasons noted above witness Morrison has set to z e i o  
the minutes for both error correction and quality check work t i m e s  
€or the new service order. He argiies that ordet- entry t a s k s  sliouId 
be performed accurately with the Elrat ef€ort. Also, expensive 
follow-up t a s k s  that are designed to ensure accuracy at a laLer 
point in the business  process are inherently inclficient, and Iw 
believes quality work s h o u l d  replace clleck p o i n ~ s  1 1 1  ail e?ff ic icr i t  
hsiness pi-ocess . 

Next , witness Morrison addresses iecoi-cis ~ ~ C l e i - s .  tla cui1Le114s 

thac they are “one of the simpler orders to process ,  t h e y  i -cquire  [ I O  

actual work on the service delivered to the c i ~ s ~ a m e ~ .  but a i r  
designed to correct records issues relative r o  customer set-vic.e “ 
A s  such, witness Morrison set the miriutes  tor inanual receipt O L  JII 

order to 2 minutes, and for order processing under the record order 
function to 20  minutes €or the l o o t  manual order Witness 
Morr 1 son ’ 8 recommenda t ions a re s 1 gn i f i cant 1 y 1 e s s t I I art L lie mi 1111 L e Y 

included in the Verizon study €or these funcclons. 

For the semi-mechanized order process, wi~ness  Morrison set the 
number of miiiutes to 10. tie bel ievee that the semi -Inechanlzed order 
process ehould be utilizing e€ficiencies gained froin O S S  that ate 
designed to speed up tasks such as order processing. 

Applying witness Morrison‘s suggested changes reduced the 
charge for ordering a DS1/DS3 EEL (on a 100% manual basis) from 
$174.68 to $45.01, The charge for  semi -mechanized ordering was 
reduced Erorn $115.54 to $30.93. . 

Witness Morrison also suggested several a d ~ u s t m e n c s  be made to 
Verizon’s inputs €or service connection charges €or an initial DS1 
EEL. As was the case f o r  ordering work tlmes, Verlzon’a Bervice 
connection work times are also proprietary. 

The productive minutes were hard coded and no support was 
provided for this input, which was important to the  
calculationa. As I have previouely stated, disconnect 
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Witness Morrison suggested the following changes: 

reduce service order entry time to 10 minutes, 
reduce facilities assignment for Hi-Cap prework to 15 

reduce local loop assignment time to 10 minutee per 
minutes, and; 

occurrence. 

Wtrile Verizon's specific numbere are confidential, we note that 
witness Morrison's suggested reductions are significant and in aome 
cases he suggested reducing Verizon's inputs by more than 9 0 % .  

The ALEC Coalition witness explains the reason he reduced these 
inputs: 

For the design group activities it must be recognized 
that, in essence, this is really not a designed circuit. 
Forward looking OSS support digital loop assignment and 
provisioning of loops lor  digital service. These forward- 
looking OSS improves eEEiciencies for order entries having 
qualified Eacilities inventoried and identified aa 
available f o r  digital services, t o  increase provisioning 
elficiencies. 

Witness Morrison continues by noting that €or the same reasons 
identified above he reduced Verizon's design group time to 10 
minutes. 

Witness Morrison then changed Verizon's teating time to I5 
mi~iutefi. This was a significant reduction when compared to 
Verizon's proprietary data. The witnees contends that modern 
equipment is e€ficient and effective. Furthermore, he explains that 
the industry has designed an array of test equipment designed to 
meet the requirements of both I L E C s  and ALECs for testing both 
digital and analog circuits. Morebver, a wide selectlon of multi- 
purpose test equipment is available to expedite testing. lie 
contends that "Because of the wideepread availability and use of 
such equipment, 1 have lowered the resting time €or EELS to 15 
minutes . "  

For the central  office portion of a s e r v i c e  connection for the 
DSl EEL, Verizon includes several houra of work time. Witness 
Morrlaon contends tliat based on his experience, establishing a DSl 
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service in the central office involveo two to three cross-connects: 
one cross-connect on the MDF from the DSX panel cross-connact points 
to the facility, and one or two DSX panel crose-connscta, and a 
continuity test. The witness believes that th ie  work can easily be 
accompliehed in an hour and a8 euch recommends reducing Vctizon'e 
estimate to one hour. 

Witness Morrison a l a o  disagrees with Vcrizon'e input for the 
field work portion of the aervice connection for a DS1 EEL. Ha 
contends that baeed on hi8 experience, the f i e l d  technician would 
need to establish high frequency croee-connects at the serving a r m  
interface or the feeder/distxibutlon interface and then deliver the 
service t o  the ALEC at the cuetomer premise. He believes that this 
work should take no longer than 1.5 hour6 to complete. 

For the service disconnection portion o€ the DS1 EEL eervicc 
connection charge, witneea Morrison recommended the hllowing 
changes : 

r reduce service order entry time to 10 minutes, and 
* reduce local loop assignment time to zero. 

The witness explains that t h e  reason he reduced the loop assignment 
time EO zero i a  becauee he believes that the service order entry 
process €or dieconnect automatically performs the local loop and 
facility asslgnment disconnect operations at disconnect. 

The witnese also zeroed out the time for  a dieconnect €or the 
design group. Again the witness eupporte this reduction by etating 
that he believes that the service order entry should automatically 
process this activity. Furthermore, he explains that there are no 
design requirements when a service ie disconnecred. The diaconnect . 
process is one of reestablishing the availability of circuit 
elements for reassignment. Although the specific number ie 
proprietary, we note that Verizon's time is i n  exceea of one hour 
for  this activity. 

For the central office dieconnection times, t h e  ALEC witnase 
recommends significantly reducing Verizon'e work timce. Witnese 
Morrison recommends a time of 30 minutee, again significantly lese 
than the  time proposed by Verizon. The witness testified that: 
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Central office disconnects coneiat of removing a physical 
and/or logical network element arrangement. This consists 
of physical connectione or network element data building 
information. By ite very nature, removal of theee 
circuits is efficienc. A technician identifiee the 
circuit and its componente from a disconnect order, which 
is a record of the original service installation, and 
removea phyeical connects or changes data entries in 
network elements to reflect the new circuit status. 

WitnesEt Morrison also takes issue with Verizon's disconnection 
of the service by ita field personnel. He. argues that Verizon's 
estimate is excessive given "that the only activity that need occur 
i e  the removal of the high frequency croea-connects. The time to 
accomplieh this activity, including drive time, should not exceed 40 
minutee." In its etudy Verizon includes more than one hour of time 
for  this activity. 

According to the ALEC witness, after applying his changes to 
Verizon'e etudy for eervice connection fo r  a D S 1  EEL, the rate is 
reduced from $931.07 to $294.11. 

Vcrizon witneoe Tucek dieagreee with ALEC Coalition witness 
Ankum'e claim that provieioning an EEL is different than 
provieioning an unbundled loop, multiplexing and intero€Eice 
traneport. He explaine that: 

A 6  a threehold matter, I note that hio example at page 69 
of h i s  rebuttal teetimony does not apply to the 41 percent 
of loops that ICM-FL models a a  being directly served by 
the main diatribution frame. To the extent that his 
poeition hae any merit whateoever, it would only apply to 
thoee loope served by a DLC. Thue, Dr. Ankum's poeition 
on EELS i e  the same as h i s  position on IDLCs - -  it is 
premised on h i s  incorrect claim that it is poseible to 
unbundle a loop from an IDLC using the GR 303 interface. 
As explained above, no commercially viable meane of 
accompliehing thio taek exists. The traneport Pacility 
between the two offices in Dr. Ankum's example ie a path 
dedicated to the voice-grads circuit correaponding to the 
end-user involved. IF the DS-1 from the DLC rerving the 
and-ueer i e  integrated into the trunk eide of the ewitch, 
the only way to dedicate this path ie to "hairpin" or 

"nall up" the circuit through the side door porc ol t h e  
switch. This arrangement waetea  s w i t c h  resoiirces as 
Telcordia aild MCI WorldCom have ackriowIedqed. I t  ai l  
entire DS-I is used to establieh thie path, then Llie "loop 
portion" of the EEL is not an unbundled loop - -  it is an 
entirely diCferent service. Moreover, such arrangements 
will result in underutilization of DS-1s. particularly as 
the number of ALECs  increases. 

Verizon's witness Richter contends that ALEC Coalition w i t n e s s  
MOKrlSOn'S suggested reductions to the service connection times are 
not justified. Specifically, witness Richter states that "Mr. 
Morrison's recommended work times for aervice connection are wholly 
inadequate to complete the job being performed." Witness Richter  
believes that witness Morrison has no support for  his opinion - -  
only an unjustified assertion that the study's work times are 
somehow incorrect. For example, he argues t h a t  the reduction in 
the work time associated with provisioning an EEL is emblematic O E  
witness Morrison's failure to appreciate the processes necessary to 
provide the service at hand. He specifically notes that witness 
Morrison " . . . completely disregards the functlons performed by 
the epan technician, who is tasked with iiistalling any repeater 
equipment in the  circuit - -  equipment that could be i l l  the cerltral 
oLfice, in the outside plant facility or at tlre c u ~ t ~ l f l e t - ' U  

premises." The Verizon witness reiterates t h a t  w i t n e s s  Morrison'o 
description of the work activities necessary to corriplece an EEL 
order ignores necessary activities. 

Witness Richter also believes that witness Morrison's reduced 
rimes for ASRs are not valid, He contends that ASRs are v e r y  
involved, multiple-page orders that requlre the involvement of 
numerous Verizon provieioning departments. Agaln, the Vel-izon 
witness states that ALEC Coalition witness Morrison provides no 
support for his recommended work times for A S R s .  Fufthermol-e, 
witness Richter argues that: 

Indeed, he admits that he has no Eirst-hand experience in 
the service center or business olfice of a 
telecommunications carrier (Morrison Depo. at 8 - 9 ) ,  and 
has never pereonally processed a UNE order. (Morrison 
Depo, aL 36.) In particular, Mr. Morrieon challenge8 the 
time involvcd in verifying the accuracy of an ASW. In 
doing so, Mr. Morrieon ignores the complexity of the 
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orders - -  many involve multiple circuits, while others 
require certain types of equipment to be ordered and 
configurations of equipment to be addxeseed. Even though 
an engineer will design the circuit, the representative 
who takes and creatta the order hae to precisely input all 
the particulars of the ALEC request. For these reasons, 
quality checks are numerous. 

Witness Richter also takes iseue with witness Morrison's 
assertion regarding the time involved in inputting a manually- 
transmitted disconnect order. The witness testifies that 
disconnect orders a r e  often rather complex and many disconnect 
requests apply only to certain services at a given location, while 
others apply o n l y  to a portion of the circuits or equipment. He 
explains t h a t  in such instances, the existing records must be 
removed from the system and replaced with new records that identify 
the new service, circuit or equipment arrangement. Moreover, he 
contends that the disconnect request may be for circuits at 
different locat ions, which may interface with other carriers who 
will need to be made aware of the new situation. As such, witness 
Richter believes Verizon' s work times accurately reElect the 
complicated and time-intensive nature of the various essential 
activities. tlitness Richter contends that given these 
considerations, there is no b a s i s  upon which w e  can adopt witness 
tdorrison's revised work times. 

--- DECI S ION 

ALEC Coalition witness Ankum argues that Verizon's proposal, 
that the rate for each EEL UNE combination ehould be the sum OF the 
individual loop, transport, and multiplexing rates that makes up t h e  
conhination, will lead to over recovery. Furthermore, he believes 
that i f  we adcpt Verizon's eimple "sum of the UNEs involved" 
approach, it will be sanctioning inefficient cost recovery". 

Verizon witness Tucek disagrees with witness Ankum and argues 
t h a t  provisioning an EEL is no different than provisioning an 

" In t h e  BellSouth W E  proceeding we epproved summing the  cost- OE each 
lndivldual UNE present l n  the  comblnation. Order No. PSC-Ol-llEl-FOF-TP, p .  
5 3 1  
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unbundled loop, multiplexing, and interoffice traneport. Witnees 
Tucek also argues that: witness Ankum's example (on pages 1 2 1 6 - 1 2 1 7 )  
lacks merit because i t  ia premised on an incorrect claim that it ie 
possible to unbundle a loop from an LDLC ueing the GR303 interfacea'. 
As argued by Verizon i n  Section V I 1  (m) 'no commercially viable m c a m  
of accomplishing this taek e x b t s . "  Moreover, witnces Tucek 
believes that the arrangement presented in the example waetea switch 
resources, as Telcordia and MCI WorldCom have acknowledged. Last, 
the Verizon witnese explains that " I f  an entire DS-1 ie used to 
establish t h i s  path, then the  "loop portion" of t h e  EEL is not an 
unbundled loop - -  it is an entirely different aczvicc." 

Witness Tucek is correct regarding witnese Ankum'e example. As 
addressed i n  great detail in Section V I I ( m ) ,  in d multi-carrier 
environment it I s  not possible to unbundle a single loop from an 
IDLC using a GR303 interface. Therefore, witness Ankum'a example 
should not: be relied upon when determining the appropriate recurring 
rates €or EEL combinations. 

wirnees Ankum also argues that Verizon ehould be requlred to 
undertake an individual TELRIC study for at leaet the m e t  common 
EEL arrangements (i.e., DSO loop-DS1 interoffice tramport, DS1 
loop-DS1 transport and DS1. loop-DS3 transport). In addition, he 
believes Verizon should be required to eetablieh rates for EEL8 
recognizing any cost reductione aeeociated with purchasing the 
respective elements in combination. He contende that BellSouth 
provided rates specific to the moat common EEL8 as stand alone rate 
elements and Verizon should be required to do the same. No Vcrizon 
witness specifically addrees this argument. 

We do not believe undertaking a new study at this time would be 
fruitful. Witness Ankum did not proffer any testimony that details 
how a new study ehould be conducted. A 8  such, we believe If  Verizon 
were ordered to conduct and file a new etudy, that etudy would also 
be challenged and we would be no cSoser to eetabliahing appropriate 
rates €or EELS than wh are today, Furthermore, while BellSouth's 
filing included recurring rates for specific EEL combinations, thoee 
recurring rates were developed by summing up the individual UNE 
costs wbich make up the EEL combinatione. Order No. PSC-Ol-1181- 
FOF-TP, p. 531. 

aJThc IDLC lsrue i s  addrereed in detail I n  Section V I I ( m 1 .  
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Finally witness Ankum expressed concern regarding the 
multiplexing rates proposed by Verizon for use with EEL 
arrangements. The isaue oC multiplexing is addressed in Section 
VI1 (r) . 

ALEC Coalition witneee Morrison analyzed eome of Verizon' s non- 
recurring rates for eervice connection and ordering aerrociated with 
EELS. The witness recoflmended eeveral adjustments. Not 
surprisingly, Verizon witness Richter disagreed with the suggested 
changes. Since these specific arguments are analyzed in great 
detail in Section VIII(d) we will not addreee them here. 

Thus, the recurring charges for EELs should be determined by 
summing up the individual UNEs which make up that EEL combination. 
Thie methodology is conBiatent with our decision in paet UNE coat 
proceedings. We are not persuaded by the teetimony presented here 
that a different approach would be more appropriate. Accordingly, 
Verizon's propoeed method of calculating recurring rates for EEL 
combinatlone ie appropriate and it shall be used in conjunction with 
our approved changes in all other applicable prior issuee. 

With regard to non-recurring chargee for EEL combinations, we 
did not find any information that would lead us t o  conclude 
eomething other than what has been approved for non-recurring costs 
in Section VIII(d) . Therefore, the non-recurring costa for EEL 
combinations ahall be modified to reflect any changes approved in 
Section VII(d). The appropriate recurring and non-recurring rates 
f o r  EELS are those approved in Appendix A - l  and Appendix 8 - 1 ,  
respectively. 

XIIf . WEN SHOULD THR RECURRING AND NON-RECnR INU . RA TE8 AND 

- -  
The iesue before ue is t o  determine when the  recurring and non- 

recurring rates and chargee resulting from this docket should take 
effect. 

Verizon argues that we should deviate from our finding in 
Docket No. 990649A-TP, the BellSouth phase, which advocated an 
amendment and approval proceee for recurring and non-recurring 
rates. In support of thie proposition, Verizon state6 that the 
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process outlined by Order No. PSC-O1-1161-FOF-TP, is "relarlvely 
cumbersome, expensive, and time-consuming . "  Vel- izon witness Trimble 
contends that unless a contract states orherwise, "recurring and 
non-recurring rates for service already provlded under the  contiacc 
should take effect on the date the Commission issues i t s  f i n a l  oidet- 
. . , I '  I n  lieu oE what waa ordered in Docket No. 9 9 0 6 4 9 A .  Verizori 
advocates t h a t ,  

I t l l i e  best approach €or q u i c k  and r ~ s y  l q ; l c w l b L L A t  1 t x 1  o t  
new, Corirnission ordered rates is to simply iiiforni k1.ECs of 
the rate change by distributing notices of r e v i s e d  races 
or by posting them on Verizon's website. This is Verizon's 
current practice. Verizon also ~ y p i c a l  ly a d v i s e s  the AI.ECs 
that acceptance and payment of t h e  first b i l l  with the 
revised rates will be deemed acceptance of the new rates. 

In addition, Verizon proposes t h a t  services not i n c l i l d e d  i n  a 
current contract would require an amendment. Witness T r i m b l e  states 
t h a c  "this amendment would be negotiated setting forth the terms and 
conditions (including price) under which t h e y  would be provided " 

Fui-thermore. witness Trimble asserts that I C  rates for a particular 
UNE are established in this proceeding, but not included in a 
currenc interconnection agreement, a party would be entitled L O  the 
CME only after executing an amendment. In support ,  wltness Trinthle 
scares that 'I . . . this way, the pareies can ensure that a l l  
related terms arid conditions are i n c l u d e d .  " 

I n  similar fashion, Covad argues in its posc - h e a r  i i iq brief t t m t  
the rates and charges established in this docket s h o u l d  be efrectrve 
upon the issuance of a Commission order. Covad states: 

[ S I  u c h  new or changed rates should automatically govern 
the purchase by ALECs of services and network elements 
from Verizon, so that ALECs and Verizon will not be 
required to amend thelr interconnection agreernenta to 
immediately apply these rates. To the extent that Verlzon 
and ALECs amend interconnection agreements to reflect the 
results of t h i s  proceeding, such amendments etiould be 
deemed to apply as of the date of the Commission's order 
i n  this proceeding. 

Furthermore, Covad claime that by not allowing the rates  to apply 
immediately, Verizon will be placed I n  a position to delay and 
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possibly prevent ALECs  from taking advantage of the new rates. In 
turn, Covad argues that this would frustrate "the development of 
local teleconimunications competition in Florida." 

Although not addressed in the record, the ALEC Coalition 
(Coalition) argues in its post-hearing brie€ that, 

[ a ]  suitable effective date for new UNE rates must insure 
equitable treatment of the parties, should take into 
account implementation. issues, and, ultimately, has to 
accord proper weight to the Act'e goal of promoting 
competition. 

In a Eoottiote, the Coalition etates that "[als an initial matter, 
the ALECs agree  that for a given VNE or service, new recurring and 
~ I F W  nonrecurring rates should  have the same effective date. " 
Additionally, the Coalition argues (in its poee-hearing brief) that 
Verizon witness Trirnble's teetimony did not "square" with our 
decision in the BellSouth phaee or with Verizon'a position in the 
Prehearing Order. The Coalition goes on to propose that i f  
Verizon's proposed rates are ". . . outright rejected, the 
Commission should order Verizon to implement the ALECs' proposed 
rates on the date the Commission issues ita final order f o r  those 
services under contract as of the date of the Order." By doing so, 
the Coal ition a s s e r t s  that  "[tihie should motivate Verizon to 
ptuvldc ptclper and adequate proof of lte costa in a subsequetit phase  
of this docket . ' I  O t h e r w i s e ,  the Coalition believes "the Commission 
.should order an eLfective date consistent with what it ordered in 
the BellSouth case, provided, however, that if e i t h e r  party  t@ 
negotiation causes undue de lay ,  the Commission may require a n  
earlier implementation d a t e  as to specific parties." 

Despite Verizon's claims that the effective date process 
ordered in the BellSouth phase is "relatively cumbersome, expensive, 
and time-consuming," we believe that the process reeulting from 
Docket No. 990649A-TP is sound and juet. We note that there is 
nothing in the record, from any party, supporting the position that 
the amendment process is, or would be, cumbersome, expensive, or 
time-consuming, To the contrary, ALECS and XtECs currently submit 
amendments to the FPSC for a variety of ieeuee on a regular basis. 
These amendments a r e  routine, and typically address changes to 

8 , I  
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business names and addresses, modification8 to the general term8 and 
conditions of an agreement, and the amendment of eupereedtd rates. 

Ins tead ,  Verizon asserts that "the beet approach for quick and 
easy implementation . . .', of our ordered rates would be to poet the 
rates on Verizon's website, or through the dietribution oL noticae 
to the parties. In addition, Verizon contends that the acceptance 
and payment of the first bill containing the revised rstce 
constitutes acceptance of those ratee. We are not perauadsd by thie 
argument. 

Although we agree that the pxoceeses prcwiouely mentioned would 
be "quick and eaeyn for Variton to implement, we question whether 
Verizon'e propoeals represent the "beet approach." Inetead, 
requiring the parties to amend their interconnection agreements and 
submit them to us for approval is the preferred practice. The ALEC 
Coalition echoed this sentiment in a diecovery reeponee; when asked 
i f  we should deviate from our  decieion in Dockct No. 990649A-TPI 
they answered "no. ' I  

Through the use o€ the amend and approve procees, we could also 
alleviate concerns aurrounding the equitable treatment of the 
parties, and inaure that implementation iesues are adequately 
addressed. By requiring the parties to file amendments 
incorporating the new ratce, both parties have an opportunity to 
adjust systems and service6 during the negotiation procees. In 
addition, thie process ultimately furthers the hct'e underlying goal 
of promoting competition. 

Unlike other issues in this proceeding which are dependent on 
cost models and company-specific assumptions and input, thie issue 
is procedural in nature and should be applied uniformly among the 
companies associated with t h i s  docket. Although rates and charges 
may differ between phaeee and among companiee in thie docket, there 
should be a single etandard applicable to effective dates.  The 
"standard" developed i'n Docket No. 990649A-TP is already applicable 
to BellSouth, and should aleo apply to Sprint and Verizon going 
forward. 
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We stated in Order No. PSC-O1-1181-FOF-TP, Docket No. 990649A-  
TP : 

. . . UNE ratee a8 established herein, may be 
incorporated aa i”ndment8 to existinq interconnection 
agreements. Therefore, upon consideration, we find that 
it is appropriate for the ratea to become effective when 
the interconnection agreement8 are amended to reflect the 
approved UNE rates and the amended agreement i s  approved 
by u a .  For new interconnection agreements, the rates shall 
become effective when we approve the agreement. Pursuant 
to Section 2 5 2 I e )  ( 4 )  of the Telecommunications Act of 
1996, should we fail to act to approve or reject the 
agreement adopted by negotiation within 90 daye after Ita 
eubmiseion by the parcies, the agreement is deemed 
approved. 

We see no reaeon to create an additional standard f o r  tht 
application of effective dates in this docket. We have already 
approved a procese regarding t h e  efrective dates of charges and 
rates developed as a reeult of thie UNE docket. The amendment and 
approval process we adopted in the BellSouth phaee provides time Lor 
proper notice of changing rates and charges, and allows the parties 
to make the neceosary changes to their systems. 

We find that recurring and non-recurring ratae and charges 
shall take effect when existing interconnection agreements are 
amended to incorporate the approved ratee, and the amended 
agreements are deemed approved by u0. For new interconnection 
agrecmsnte, the ratee ehall become effective when the agreements are 
deemed approved by UEI. Pureuant to Section 2 5 2 ( e )  ( 4 )  of the 
Telecommunications Act of 1996, a negotiated agreement is deemed 
approved by operation of law after 90 days from the date of 
submission t o  ua. 

Based on the foregoing, it is therefore 

ORDERED by the Florida Public Commiseion that the findings ser 
forth herein regarding the appropriate methodology, assumptions, and 
inpute for establishing rates for  unbundled network element8 for 
BellSouth Telecommunicatione, I n c . ,  are herein approved. It is 
further 
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ORDERED that the rates set forth in Appendices A - 1 ,  A - 2 ,  and U -  
1, which are attached and incorporated i n  this Order, ai-e hereby 
approved. It ia further 

ORDERED that the approved rates shall become effective when 
existing interconnection agreements are amended to incorporate the 
approved rates, and those agreements become ef€ective. E t  is 
Curt her 

ORDERED that  D o c k e t  No. 990649B-TL stldll be closed 81 

relates to Verizon Florida. Inc. 

Division of the  Commission C l e i - k  
and A d m i  11 i st  ra t I ve Services 

( S E A L )  

WUK 

NOTICE OF FURTIIER PROCEEDINGS OR J I I D I C I A I A  RE= 

The F l o r i d a  Public Service Commission is required by S e c t  i 1 ) i i  

120.569(1), Florida Statutes, to notify parties of any 
administrative hearing or ludicial~revlew of Commission orders that 
is available under Sections 120.57 or 120.68, Florida Statutes, a s  
well as tile procedures and time limits that apply. Thls notice 
should not be construed to mean all requests €or an administrative 
hearing or judicial revlew will be granted or result in the  relief 
sought. 
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Any party adversely affected by the  Commieeiorl's final action 
in this matter may requese: 1) reconsideration OE the decision by 
filing a motion for reconsideration with the Director, Division of 
the Commission Clerk and Administrative Services, 2540 Shumard Oak 
Boulevard, Tallahassee, Florida 3 2 3 9 9 - 0 8 5 0 ,  within fifteen f l 5 )  days 
of t h e  issuance of this order in t h e  form prescribed by Rule 2 5 -  
22.060, Florida Administrative Code; or 2) judicial review by the 
Florida Supreme C o u r t  in the case of an electric, gas or telephone 
u t i l i t y  or the F i r s t  District Court of Appeal in the case of a water  
arid/or w a s t e w a t e r  utility by filing a notice of appeal with t h e  
Director, Division oE the Commission Clerk and Administrative 
S e r v i c e s  and filing a copy of the notice OE  appeal and the filing 
fee w l t h  the appropriate c o u r t .  This filing must be completed 
withiii thirty (30) days a f t e r  t h e  issuance of this order ,  pursuant 
to Rule 9.110, Florida Rules of Appellate Procedure. The notice of 
appeal must be in t h e  form specified in Rule 9 . 9 0 0 t a 1 ,  Florida Rules 
of Appellate Procedure. 

ORDER NO. PSC-02-1S74-FOF-TP 
DOCKET NO. 9906498-TP 
PAGE 3 0 4  

RATE TABLES 

Attached to this Order are four Appendices. Appendicies A - 1 ,  
A - 2 ,  and 8-1 show the rates proposed by the various parties and 
those w e  approve for UNEe and UNE combinations. Becauee proposals 
varied, it was not possible to present all rates in one table. 
Appendix C shows our assignment of wire centers t o  rate zones. 
Below is a brief description of e a c h  of the rate appendices. 

APPENDIX A - 1  - Appendix A - 1  Contains the recurring rates proposed by 
V e r i z o n  F l o r i d a  and those we approve. Because the  ALEC Coalition's 
recurring UNE rates are baaed on Worldcom's TELRIC rate proposal in 
t h e  BellSouth 120-day €iling and the UNE ratee we approved for 
BellSouth in Orders PSC-01-1181-FOF-TP and PSC-01-2051-FOF-TP, i t  
was not possible to include the ALEC Coalition'e proposed recurring 
rates in Appendix A - 1 " .  

APPENDIX A - 2  - Appendix A-2 contains the  recurring monthly rates  
proposed by the ALEC Coalition. These rates are thode that 
AT&T/WorldCom proposed in the BellSourh 120-day proceeding. For 
t h o s e  elements not included in the 120-day proceeding, the recurring 
rate are those we approved by for BellSouth in Order PSC-01-2051- 
FOF-TP. 

Appendix 8-1 - Appendix 8-1 contains the non-recurring rates 
proposed by Verizon Florida, the ALEC Coalition, and thoee we 
approve. 

Source of Rates 

W Verizon PsoDosed - Recurring and Non-Recurring - Exhibit 47, 
DBT-4. 

B ALEC Prouosed - Recurring - WorldCom's TELRIC rate propoeal 
made for BellSouth Florida tekritory in Docket No. 990649A-TP 
(BellSouth 120-day proceeding); UNE ra tes  approved by the FPSC 
for  BellSouth In Orders Noe. PSC-01-1181-FOF-TPl iesued May 25, 
2001, and PSC-01-2051-FOF-TP, ieeucd October 18, 2001. "I- 
recurring - The ALEC Coalition's non-recurring rate  propoaal is 

"In many camem. Vatlson end BellSouth do not hava idantical namom tor 
elemcntm or the mime rate etructurc; theretorn, i t  wan not posriblr t o  provide 
t h e  ALEC Coalition's proporals In the esme t a b l e  as Verizon'r and r t a f f .  
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I 
11 b s - 1  I .oop/PRf  LO-p I 1  $235 - 2 4  $130.25 
12 2 $ 2 5 7 . 2 0  5 1 7 5  € 2  
13 1 3 .  5304.27 5 2 9 9 .  Di 

. 
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g- DESCRIPTION 

27 2 - W i r m  remder 

29 
2 8  

-An 

zona VgElIzow PROWS= ~~~~~H 

I $ 9 . 4 1  s 5  4: 
7 $7 3 1  510.98 
3 51s. 0 9  S 1 2 . 4 5  

1 

31 4 - W i r e  Paedmr 1 $29.43 516 - 1 4  
12 c 5 3 3 . 9 5  $21.77 
33 3 $ 3 7 . 1 5  $ 3 7 . 0 6  

14 
1s 
36 
37 
i a  

I 
k - w i r m  Distribution (includes NID) t si5 - a8  sa ~ 7 3  

3 $ 2 3 . 0 5  511.77 
3 5 6 5 . 4 2  S20.03 

I -- 
39 
40 
41 

I - U i r e  Dimtribution (includrm R D )  1 $27.29  $ 1 4 . 4 6  
2 510 .77  5 1 9 . 4 9  
3 $123.69 $ 3 3 . 1 9  

t I I 
I 

42 I 
43  p-uirm D r o p  (includes HID) 
4 4  I 
4 5  1 
47 4 - U i r m  Drop (include. NTD) 
4 6  

4 a  
4 9  
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1 S i . 5 4  $1.50 
2 $3.25  $ 2 . 0 2  
3 5 5 . 0 6  5 3 - 4 4  

1 $ 3 . 0 2  5 1 - 6 7  
$ 3 . 5 8  5 2 . 2 5  

3 5 5 . 3 6  S 3 . 8 4  

I APP-IX A - l  - RECURRING RATES - VERIZON PROPOSED & C O M S S I O N  APPRO- I 

L '  
56 bamlc mrt 1 I $3.37  I 5 2 - 4 0  
57 boin P o r t  57.14 5 4 . 8 2  

I (ITHE ALEC PROWSED RECURRING RATES ARE SHOWN IN APPENDIX A - 2 )  I 

64 
65 
66 
67 
68 
c a  

DESCRIPTION 1 

T W I 1 1 -  
Per KIU 50.0018977 $0 .0015864  

Locul ."RT 

I I I I 
I I I So.oooooo4 71 bansport  Facility (per M U  clmes ALn) S0.0000000 

72 pranaport Termination (per M U  times Terrnl 1 - SO. 0001016 SO.  0000811 

I I I I 
78 DS-1 Trmqmrt Facility per ALM SO.  30 S0.19 
79 IIm DS-1 hUlSpOrt per T e N M t i O n  527.04  $21.15 

81 %oT DS-3 h m p o r t  Facility per ALn $1 - 48 SO - 94 
80 I 
a2 XDT DS-3 Tranqmrt per Terunat ion  $66.04 550.50  
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E c m  DESCRIPTION Zona VERIZON PROPOSED ~~~~" 
an 2-~ 1 r e  5 3 7 . 5 4  s 2 S  - 7 4  

. 

~ ~~ ~- 
135 pall Forwarding Variable $0.27 so - la 
136 b a t .  Cbangca4lc Speed Call 1- D i g i t  sa - 20 so .  1 4  
137 b r t .  Chanqcablc s p e d  call 2- D i q i t  $0.35 5 0 . 2 5  

I APPENDIX A - 1  - RECURRING RATES - VERIZON PROPOSED tr COMHISSION APPROVED 1 
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I APPKHDIX A - 1  - RECURRING RATES - VERIZON PROPOSED & CO-SSION APPROVKD I 

121 ~ B B O ~  Query Setup - End office to Local S?p $0.0003325 50.0002319 
122 PAM/LXDB QUIZ* Setup - Bnd Office t b  Local STP $0.0002936 50.0002047 

123 I 
'124 PBSOO -Cry h l M p r t  - f a C l l  SrP to Regional STP 

/LIDB Query Transport - Local STP to Regional 
so.ooosia3 S O .  0004645 

so.ao033~8 S O .  0002074 
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1 

4 3 B  b l l  Y I I t i n g  
139 Wcel call Waiting 
140  btorrutic Ca11Back 

i l l p p B s D I X  A - 1  - RE-= RATES - VERIZON PROPOSKD L CawlIISSION MPROYED I 

$0.10 SO.  07 
$ 0 . 0 7  $ 0 . 0 5  
5 0 . 2 9  $ 0 . 2 0  

, 

141 Wtaautic Raemll I 
142 -ling Number Delivery 
-143 b l l i n g  U u m k r  Delivery Blocklng I 

$0.15  so.11 
$0 .46  s0.34 
5 0 . 2 5  $0.16 

[THE ALEC PROPOSED RECURRING RATES ARE SHOWN IN APPENDIX A-2)  

DmCRIPTION YERfZON PROPOSUD 

4 4  pistinctivc Ringing / call Waiting I I $ 0 . 3 8  1 50.27 
4 5  )P.torwr Orig inrred Trace $0.14 $0.10 

~~ . 
146 selective Call Rcjcction 1 I $0 .44  I SO. 30 

S0.39 1 

1 I s o - 1 9  I sn.12 I 

16s )Call Hold I $ 0 . 2 2  I S O .  15 
_- 

166 bemi-Restricted ( O r i q / T e n n )  s1.21 $ 0 . 7 6  I 
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APPKNDIX A - 1  - RATES - VERIZON PROPOSED & m S S I O N  APPROVED 
ITHE ALBC PROPOSED RECURRING FATES ARE SHOWN IN APPENDIX A-2) 

DmCRIPTION 
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I APPENDIX A - 1  - RECURRING RATES - VERIZON PROPOSm h C O W S S X O N  APPROVEb 

b . 2 . 1 4  

R.2.15 
A.2.24 

A . 2 . 2 5  

Notes : 
11 7erizon.s recurring charges tor a UKE combination (UHE-P or EEL) arc based on applying the individual UNE 
rates for  the des i red  loop, the des i red  transport, the desired suicchcd Ccaturts. and any usage charcys re lared 
to end o f f i c e  swicchmg,  tandem switching, transport. and SS7 C a l l  Related Database Transport and Queries .  

21 Our recurring rate €or WE-P will equal chc sum of t h e  monthly rtcomntnded recurring  charges €or t h e  
individual W E ¶  char are required to creacc che plarform, less 51-34 to account for the  cost saving  from using 
I D L C  technology. Our recurring  charges for EELS should be determined by sunning up the individual approved 
recurring rates  uhLch make up thac EEL combination. 

I 

2-Uire Xncrabuildinq Network Cable IINCI I $3 .96  

I 1  $10.69 

I 3  $32.26 

4-Wire Incrabuilding Network Cable ( I N C )  $9.37 

2 $19.42 

sub-Loop - Per  4 - W i r c  Analog V o i c e  Grade Iaop Feeder oaly 

--Loop - Per 2-wire ISDM Digital  Grade Loop / Feeder Only 1 512.41 
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____ ~~~ ~ ~~ ~~ 

APPENDIX A-2-RICURRING RATE PROPOSAL - ALEC COALITION 
I 1 A?&T/UCr 

- . _  
2 s9.19 

A . 1 . 2  2-Uirc Analog Voice Grade Loop - Service kvcL 2 1 5 7 . 3 6  

3 $19.41 

2 s ia .  52 
L 
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- B n (  & DISCRIPIIOH - 
I 2 

3 

. 2 . 2 9  Sub-bop - P t r  4 - Y i r s  5 6  or 64 Kbpa Dlgical Grade Loop / P n d t r  Only 1 
I 2 

APPENDIX A - 2 - R E  
I 

AT&?/- 
P u o P o ~ ~  

$15.74 

526.44  

$11.41 
S18.03 
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A.1 .30  Sub-toop - Per 2-Wire Copper Leup / Feeder  Only 1 $3.41 

2 $3.20 
52-73 
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A.B.~WLUU 

APPENDIX A-2-RECURRING RATE PROPOSAL - ALEC COALITION 
ATLT/UCI 

E m  " M E l R  L DXSCRIPTION z o m  PRomsm 
A 8.1 4-Wire High B L C  Race Digital SubscrrDer Line ( H D S L I  Compatible 
k P  1 SB.  77 

$ 9 . 5 7  

Wonrecurring u/ mu) 
A . 8 . 1  4-Wire High B i t  Rate Digital Subscriber Lrne (HXEL) corp.tible 
LOOP 1 $6.77 

2 s9-57 

1 

C t  A . 9 . 1  II-mre DS1 Dlqleal Loop I l l  5 5 5 . 3 9  

I 

I A . 1 2 . 1  ]Unbundled Leap Concentration - Sysccm B -(TRIO3 I I 5113.49 
t A . 1 2 . S  IUnbundled Sub-loop Concentration - USLC Feeder Incerfacc 538.86 

I I $100.61 
I A .  12.6 IUnbundlcd Loop Concencracion - POTS Card $2 - 03  
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APPENDIX A-2-RECURRXNG RATE PROPOSAL - ALgC COALITION 
m m  DISCXIPTIaR - 

I 1.. 8.1wLMW 1 (Nonrecurring w / o  LMJ) I I I 
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jA .15 .1  bnbundlcd Nctvork  Terminating Wire o(TwI per Pair 
A.16 CAP- "LED L0C.U LOOP 

A . 1 6 . 1  High Capacicy Unbundled Local Lnop - DS3 - Facility Tcrm+nation 
A . 1 6 . 2  High Capacity Unbundled Local Loop - DS3 - Per Mile 
9 1 . 1 6 . 4  High Capacity Unbundled toea1 Loop - OC3 - Facility Tcrmrnacron 

S 0 . 4 5 1 2  

5 2 8 1 . 9 7  

S10.92 
$610 .65  
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APPEHDIX A-2-RECURRING RATE PROPOSAL - ALEC COALITION I 

J A . ~ ~ . ~ w M U  2-wire Copper LOOP - long (Nonrecurring w / o  LMUI 
t 

I A . 1 3  7 2-wire Copper Loop long 1 $ 9  94 
2 513.36 

1 
I 2 - ~ 1 r t  Unbundled Copper  too^ - Non Design 

~~ ~~ ~~~ 

3 5 2 6  . 17  

ss . O D  -13 1: I l l  
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8.0 

8.1 

l e .1 .6  lExctunge Ports - 4-Wire fSbN DS1 P o r t  Sal. 65 
8.1.7 be-e P a r t s  - z - ~ i r c  -log Lint Port (PBX) 5 1 . 4 0  

1 

I 1 3  ~ 2 9 4 . 0 8  , 
" m ~ m  LOCAL ~ C I U I I G E  p o m s   AB^ m m s  
EXCENlGB PORTS 
B-1.1 Exchange Port6 - 2-wire Analog Line Par: ( R e s . .  Bus., Centrex. Coin1 5?.40 
8 . 1 . 3  Exchange Ports - 2 - U r r e  DID Por: 54.93  

8 1 4  Exchange Ports - DDITS Porr 5 5 3  05 1 

b . 4 . 1 0  (Centrex Functionality s o .  00 
b . 4 . 1 3  Features per port $ 2 . 2 6  

C.D hmLm - m tocAL "CIION 

b . 4 . 1 0  (Centrex Functionality s o .  00 
b . 4 . 1 3  Features per port $ 2 . 2 6  

C.D hmLm - m tocAL "CIION - . . . . . . 

c.1 m omxa "zmmc t 
$0.0007662 c . 1 . 1  lEnd O f f i c e  Switching Rmction. Per  HOU 

c.1.2 b n d  Office Trunk P a r t  - Shared. Per UOU 1 SO - 0001640 
-~ . - 

c.2 +A" - 
c . 2 . 1  banden Swicchiag FunctLon Per M U  S O  . 0 0 0 1 3 1 9  

c.2.2 bandera Trunk Port - Shared, Per MOW 50.0002350 

D.0 LHI ruxspop~ a m  m c u  nmmomrm -SPORT 
D.l TPA*SPOR 

$ 0 . 0 0 0 0 0 3 5  

b.1.2 b n  Tranaporr - F a c i l i t i e s  Tcrminatron P e r  HOU $0.0004372 
b - 1 - 1  b-n Transport - P e r  nile, Per wu 

D.Z ) m o i i f a  WORT - D ~ I C A I Q ,  - WICB W B  1 1 
102.1 \Interoffice Transport - Dedicated - 2-Wire Voice Grade - Per M i l e  I S O .  0091 

nteroffite ~ r r n s p o r r  - Dedicated - 2 -  wire vo+ec Gr8de - Faciliry 
D.2.2 e m n a t i o n  s 1 5 . 3 3  

D . 3  O??fCE -SPORT - DmDICATED - DSO - 56 /64  KBPS 

D.3.1 

b.3.2 

(Interoffice Transport - Dedicated - DSO - Per Mile 
]Interoffice Transport - Dcdicaced - DSO - F a c i l i c y  Terminat ion 

SO .0091 
$ 9 . 5 1  
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B . 0  

E.1 

D.12.1 Interoffice Transport - Dedicated - 4-Mire Voice Grade - Per Mile so. 0091 
Interoffice Transporr. - Dedicated - 4-Wirc Voice Grade - Facility 

0 . 1 2 . 2  Termination 513.01 

SIQULIHQ RmroIu, DATA W19. C -VI- HAXAGBrmf SYslfls 
8 0 0  A C c f 9 9  TSB D I Q I T  S- 

(E.1.1 (SO0 Access Ten D i g i t  Screening, Per Call 1 1 
E.l.9 [OOQ Access t e n  Diuic Screening. w /  B R  No. Delivery 
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t - l o  . 5 .2  bC.1 Chumel - Dedicated - 4-Wire Voice G r a d e  1 1  $13.58 
I 1 3  I 



. i _. 

".* . 
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* 

1.1 hrrauy SmVXCE PROVTDm -m pOB3AKILITX - XC? 

1.1-1 IService Provider Number Portability - RCF, Per M u n r b e r  Ported $2.05 
1.1.2 IScrviec Provider Number Portability - RCF. Per Additional Path sa 7 1 7 9  

1.2 m CE PROVIDW Imw.R PORTABILTTY - DID 

x.4 

ORDER NO. PSC-02-1574-FOF-TP 
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~~ 

f.2.4 Service Provider Nunber Mrtabbllicy - DID. Per Trunk Tenru-i<ion. 5 5 4 . 9 5  
Initial 

Subsequent 
1 . 2 . 5  Service Provider Number Portabbilrty - DID. Per Trunk Terrmnation, 5 5 4  a 95 

SIlVI Q P" HtWBW W k T A B f L ~  P r P H  

1 . 4 . 3  lScrvlct Provlder Number Portability - RI-PH, Ptr NumOcr Ported 5 1 . 8 3  

1 4 5 2 9  6 2  

3 5 5 7  12 

E . 5 . 2  BcllSouch E911 Access - Interoffice Transport - Dedicrctd - 2-wire 50.0091 
Voice Grade k r  Mile I S a m  as D. 2.1 I \ 

BellSouth E911 Access - Interoffice Transporc - fredicrced 2-wire 5 2 5  3 2  
Voice Grade Per Fac T c m  trrme a6 0 . 2  2 ,  

i I".'.' 

8 

, 
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# 

APPENDIX A-2-F!ECURRING RATE PROPOSAL - ALEC COALITION I 

+ 
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I A P P m f X  A-2-RECURRING RATE PROPOSAL - ALEC COALITION I 
ATST- 

zom - -- 
$55 .04  

'mereof - Local Cbannel/Loop 
Dark F i b e r ,  Per Pour P l k r  Strand., P e r  Route M i l e  or Fraction 576.85 
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APP-IX A-2-REc"RRING FATE PROPOSAL - ALEC COALXTION I 
I AT&T/IICI - UUMBER I DESCRIPTION Z O m  PROPDSXD 

I I 3 519.70 

IF-. 3 b - Y i r e  VG Loop/;l-Ware DID Trunk Port 1 $12.27 

P . 3  b-WIRC VOICt C J W B  LOOP Wrzg 2-KLELL DID T E W  POET 

t 

I I 

(p .4  42W ISDN D i s i t a l  Grade Loov/2W I S D N  Diuiral L i n e  Side P o r t  1 517.93 

S Z S .  66 , 3  
P-4 B-WIRE ISDH DIGfTAL GRADE LOOP WITH 2 - I X I L o  LSDN D I G I T A L  LIME SIDE PORT 

i 

5 3  1856 b.4.1 Lnteroffice Transpor: - Dedicatec - DS1 - Per nile 

( P . 6 - 3  (Addltlona? 2 W  Vt i~ 68CW DSi 1 1 1  
I 7 
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A P P m I X  A-2-RE-XNG RATE PROPOSAL U E C  COALITION 
ATLT/l(CI 

ELElllBlT NOHBXR L DHSCXIPTIOB 20- P R O W S m  

2 5 2 5 -  8 6  

3 $36. OB 

P 23-2 Per M i l e  
D.2.1 faceroffice Transport - Dedicaced - 2-Uirc Voice G r a d e  - P e r  
nile SO. 0091 

P.24 -ENDED 4-HXIu M I -  CRADB LOOP/ 4 HIRE VOICE GRADE m O f l T C 6  TBAHSPOXT 

P . 2 4 - 1  !Fixed 1 $ 2 7 . 4 4  

4 

c 

P.25 

P . 2 4 - 2  Per n i l e  
D . 1 2 . 1  Inrcroffice Transport - Dedicated - 4-4dirc Voice Grade - Per 
nile so.  a091 

EXTBEDID DS3 DIGITAL LOOP W I T H  DIDICkTKD DS3 m O l ? f C S  TIuloSPOm 

P.16-2 Per nile 
D.Z.1 Interoffice Trannport - Dedicated - 2-Hire Voice Grade - Per 
Mile 

1 

I I I b.16.16 High Capacity Unbundled Local Loop - STS-1 - Per Mllt $10.92 

p.50  WIRE Dsi LOOP WITH -xzmmn WITB PORT 

$0.0091 

$22 - 6 9  
-- 
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_ _ _ ~  

P.54-1 I F i r 6 t  4-wire VG in FrsSt  DS1 i n  DSJ 

I 

lP.54 Ymr I I  1 
1 1  $ 3 2 2 . 7 8  

2 1  $337.40 

7 1  S 3 5 3  - 6 0  

~~ ~ ~~ 

I D 4 . 1  Interoffice TranEporr - Dedicated - DS: - Fer R i l e  

P.51-3 Additional 2-wire  IDSN i n  same DS1 1 
* 
3 

I iP.54-2 lPer nile w r  DS1 I I  1 

so.  1856  

516. B 9  

S:2.D6 

s 3 5 . 4 9  
-- 

1 

b.4.1 Interoffice Transport - Dedica ted  - DS1 - Per Mile 1 S O .  1856  
P.54-3 (Addrtronal 4-Wire VC in same DS1 5 1 5 . 2 0  

P.S2 /E" m 4-WIRE DSI DIGITAL LOOP W I T H  DSDICATID STS-1 I l l T Z R O F I I c I  -SPORT 
IP .52 - 1 Firs t  i n  DS1 i n  STSl 
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< 

1 $ 8 7 4  4 6  

I 1 f5.48 
lP.50.ISDN-1 IFirot ISON in DSl 1 1  SllO - 0 5  

]P.fO.DID-2 p d i t i o n a l  2-Wire DID in same DS1 

5129.51 --- 
1 5 1 1 . 2 8  P.5O.ISDN-2 pdditional ISDN in same DS1 

P.S1 -KD 2-UTRR ISOB Loop WIm DS1 IMTXROWIezt TPAITSPORT 

P.51-1 t P i r e t  2 - W i r e  ISDN in DS1 1 1  5 1 5 0 . 1 5  

I I I I - ' I  $155.62 
I 1 1 3 1  $169 . O S  
IP .51-2  (Per Mile 
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I 

P.SB 

c 

I 

I 3 $241.70 
HT" 4 - H I R S  56 OR 64 lcllPS D I C I T U  LOOP W I T E  DSO IETR!OFTICX IpucswPT 

P .  5 8 - 1  Fixed . 1 s n  . es 
2 534.64 

3 $ 3 7 . 7 2  

- m m  DISCPIPIIOS 
1 I 

PEOFOBP) 
2 $29.12 
7 516 - 01 

le.sa-2 lPcr nile I I 
I I D . 3 . 1  In tero f f i ce  Transport - Dedicated - OS0 - Per Mile S O .  0091 

P.55 T" ?3 I/ 3/1 
1 
2 
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5324.30 
$334.09 

-- 

i 

APPIEHDXX A-2-RECURRIHG RATE PROPOSAL - ALEC COALITION 
I I m&T/m 

I I I I 

1 I 1 3  I $337 17 
IPer Mile per DS1 

~ 

P.55-2 
j $0.1856. 

7 Slb - 7 2  

7- 

P.55-3 Additional 4 - U l r e  in  same DS1 1 $16.72 
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APPWDXX B-1 - NOI-R.CURRTHC Um.5 - Verizon and U C  Corlrtion Proposal.. L C r s s i o a  Approrrd 

M a c  PStOPQSRP CO)(I(ISSIOll AP" VERIZObl PROPOSKD 
BzKwgKp DKSCRIPTIOI ORDKRIWO SERVICE O R D E R f m ;  9xu" ORD" S m c I  

C D ~ f f I O N  CONHRC3XON -cIIoII 

loo* S e m i -  7:rsc Add' l  l o o t  S e m i -  Firs t  A d d ' I  l o o t  Semi- Firrc  Add'l 
Manual Mcch Unie U n i t  Hanual Wech U n i t  Unit Manual Mech Unit Unit 

$30 42 517.95 $36.511 $29 .71  

$ 9 . 0 5  56.03 S18.71 $9.00 

$111.46 $10.1.4 515 .21  $6.60 

556.07 5 3 6 . 9 1  $99 88 572  4 0  

6 4  ~ h r r t q r - ~ ~  Oirtrrbucion 522.82 5 1 5 . 4 1  530 42 $13.21 

65  
66 I-Wirm Dimtrlbucion (indudma 

FaMCCClon-Submewent 

P I  
$ 3 0 . 4 2  $17.95 5 3 6 . 5 1  $29.71 

59.05 $6.03 $18.71 59-08  

556.07 536.91 599.88  $ 7 2 . 4 0  

o n m c i o n  - Inieial - 
$10.46 510.14 515.21 $6.60 $ 2 2 . 8 1  S15.41 5 3 0 . 4 2  $13.21 

-a  
71 Z-uirm Drop 

7 2  3crving Tcrmrnal Connection- $56 .07  $36 91 517  65  $27 9 3  
{includms NIDI 

$30 42 $17.95 513.17 $8.24 

$9 05 $6 .03  $14.92 $8.01 
$18.46 5 1 0 . 1 4  512.06 55-91 - 5 2 2 . 8 2  SIS 4 1  s24 12 s i i  E J  

c 

J 

I 

c 
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APPEWIlIX B - 1  - WIW-RECURRIMG RATXS - V u r r o n  m d  AtEC C o a h L i o n  P r q o ~ a l m ,  & C d m i o n  Appr0v.d I 

1 
Unit Unit Hanual Mcch 

5 3 9 . 8 9  2s 
5 8 . 8 3  5 4 . 4 9  s20.93 

SB - 0 0  
$21.33 

517.71 

512.77 

$8.00 
5 7 0  59  

"ION 

I I 

$17.95 S13.lf SB.24 

I I I I I I I 
I 
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tquenc ( S w a t c h  

First Md'l 
Unit Unit 

$ 7 0 . 2 9  
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APPZNVIX 8-1  - NOH-RICVRRXNC RA-S - Verxaon and U C  Coalition Prupomals, & C-"ion ApprWed I 
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orders apply to 5 0  or more u n i t e .  First unit at changeover with each add'l unit a t  t h e  I* 

chrngeover ploo rate. 
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. -  . - . -.-- 

Manual k e b  1 Unit 1 U z t  I 
5161.97 S142 .56  5156.14 
$ 8 4  . 5 9  572.71 $296.56 

$72.51 553.10 $ 3 2 4 . 0 6  01 
518.40 $21.99 5307.61 ll/a 

I I I 

s4s.40 ( S 2 6 . 9 9  )$108.57 I n/a 
I 

$161.97 $142.56 1S361.84 n/a 
$84.53 572.71 1 S t 5 2 . 2 9  n/a 
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VXRIZON 
oILDmLI#c 

S l l 4 . 6 8  5112.52 

PROPOSm I ALEC PROWSID' 1 -  COIIIIISSION APPROVED 
=ncs I om-G I SatVIcg I 0- I SIRVICE 

-ON -mu C O ~ C I I O N  
First Add'l l o o I  s a -  F i r t t  Md'l ioob Suni- Pirsc Add'l 
Unit U n i t  Manual ntch Unit Unit Manual Wech Unit Unit 

' TBD nla 

$113.44 n/a 553.12 $31.71 5 3 0 5 . ~ 0  n/a 

S40.59 $ 2 4 . 7 1  $122.46 n/a 
$161.10 n/a Srr.36 S24.91 596.67 n/a 
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c 

? 

PNLSFLSA53H PI NELLAS 1 2 
SNSPFLXA37H SEVEN SPRINGS 
PNDNFLXA7 3 H -DUNED IN 
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276 t a m  
277 Loop /Wrt-Bxchmge Scrvicrs $5.69 
278 laap /wrt-rrrtvurced sarVlc=s 943.9'1 
77* 1 1 

~ ~ c e s m  customer wrll m i s e  590.13 

I 1  I 

a 1.111 the Matter of Implemen 
Telecomnunica t ions  A c t  of 1 
N o t i c e  of Proposed Rulemaki 

t 

r 
c 
:ation of the Local Competition Provisions of the 
?96, CC Docket No. 9 6 - 9 8 ,  Third Report and Order and Fourth 
ig (November 5 ,  1999). 
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1 

RUSKIN- 2 i 3 
NORTHPORT 2 3 
LAKELAND NORTH 2 1 3 
WINES CITY MAIN 2 3 
KEYSTONE 2 3 
MULgERRY 2 3 
PLANT CITY 2 3 

Y S H F I X A B l H  [BAYSHORE 2 3 
~FOINCXANA 2 3 
~ O N O T O S A S S A  2 3 

IWMfUCA63H IWIEIAUMA I 2 I 3 1 

, ORDER NO. 
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PSC - 02  - 1 5 7 4  - FOF- TP 

1LGBKFLXA38H  LONGBOAT I 1 I 2 1 

1 

Q 
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BRJTFLXARSA BRADLEY 3 3 
PRSHFLXARSA PARRISH 3 3 
INLKFUCARSA INDIAN WCE 3 3 
MYcYFLXA32H MTAKKA- CITY 3 3 

, 


