STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH

DOCKET NOQ. P-100, SUB 133
BEFORKE THE NCRTH CAROLIMA UTILITIES COMMISSION
[n the Matter of

Generic Proceeding on the Provisioning of
Collocation Space

) ORDER ADDRESSING

} UNRESOLVED COLLOCATION
} CROSS-CONNECT AND

} CABLE INSTALLATICON RATEES

BY THE COMMISSION: On September 3, 2003, the Commission issued its
Order Addressing Varous Issues on Disputed Language and Rates for Augments,
Adjavent, Fhysical, and Virnual Colloration.  Therein, the Commission stated the
following:

Lt is now time 1o proceed with establishing a process whereby the
outstanding issues relating to rates for cross-connects and cable
installation for physical collocation and rates for cross-connects and cable
installation for adjacent collocation arrangements can be addressed by the
parties. The Commission is unsure at this point as to how the
Commission’s ultimate resolutions of the disputed language changes
regarding CCXCse may have impacted any prior proposed rates submitted
by the ILECs in this regard. The Commission also recognizes that matters
concerming fiber cross-connects, as discussed in the January 14, 2003
Crder may have some impact on the ILECS’ initially proposed rates, but
they may not. The Commission is also aware that certain aspects of
cross-connect rates have been raised in the July 3, 2003 |etter filed by
Covad alleging that BellSocuth intends to chafrlge two nonrecuring
charges from its SGAT for cross-connections in its central office. . .

In light of the foregeoing, in order to proceed toward the reszolution of
disputed issues relating to rates for cross-connects and cable installation
for physical collocation and rates for cross-connects and cable installation
for adjacent collocation arrangements, the Commission believes that a
reasonable approach would be 1o first have each respective ILEC,
i.e., BellSouth, Carclina/Central. and Verizon, resubmit its proposed rates’
in this regard; and if rates are being revised since prior filings, such

' Ta the extent the cost studies for such proposad rates have basn previously provided in this procesding,
tha ILEC should refersnce such studies by the filing dats or other information dasmed to ke halpful in
identifying such cost studies.  |In addition, BellSouth may need ta check itz proposed rates to be certain
that it has used its approved common cost factor in ite underlying cost studies.



revisions will need to be clearly indicated and the underlying cost studies
will need 1o be submitted. Further, such filings should cleary indicate the
rates that the respective ILEC beélieves 1o be accepted by the CLPs and
those that it believes to be in dispute. Each ILEC also needs to include
supporting argt,lrnentsE for each of its proposals with sufficient detail to
enable the Public Staff and other intarestad paries to file initial comments,
ta be followed up with reply comments.

... 8. That BellSouth, CarclinafCentral, and Verizan shall each resubmit
their proposed rates for cross-connects and cable installation for physical
collocation and their proposed rates for cross-connects and cable
installation for adjacent collocation arrangements. |f any such proposed
rates have been revised since they were last filed in this proceeding, then
the ILEC shall provide its underdying cost studies in support of such rates.
Such filings shall clearly indicate the rates that the respective ILEC
believes to be accepted by the CLPs and those that it believes to be in
displre; and the [LEC shall provide supporting arguments for each of its
proposals.  Such filings shall be provided by the ILECs on or before
Tuesday, September 23, 2003. Thereafter, on or before Monday,
October 13, 2003, the Public Staff and other interested parties shall file
initial comments. Thereafter, on or before Monday, November 3, 2003,
reply comments by the interested parties shall be filed.

On September 22, 2003, BellSouth Telecommunications, Inc. {(BellSouth)
provided its filing concerning rates for cross-connects and cable installation for physical
and virtual collocation arrangements, as required by the September 3, 2003 Order and,
likewise, on September 23, 2003, Carclina Telephone and Telegraph Company and
Central Telephone Company (collectively referenced as Carolina and Central} and
Verizon South, Inc. (Verzon} made their respective filings in this regard.

On QOctober 13, 2003, the Public Staff filed its initial comments conceming
BellScuth’s, Carolina and Central's, and Verizon's proposed rates for cross-connects
and cable installation. Mo other party filed initial comments.

On Mavember 3, 2003, Carolina and Central filed reply comments. No other
party filed reply comments.

DISCUSSION - BELLSOUTH

In its September 22, 2003 filing. BellSouth stated that it had not revised any of its
previously submitted rates for cross-connects or cable installation for physical or
adjacent collocation arrangements and noted tha' these rates are still in dispute.

® To the extent the |LEC does nat find the need to preside amy further supporting arguments for partdeular
rates which the ILEC has already addressed in a prior filing, then if the ILEC believes such prior
discussion to be sufficient, such prior filings should ke referanced by an abbraviated description, including
dats and pertinent page numkbers zuch that the infermation can be readily retrisved.
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Additicnally, BellSouth commented that it had identified two more elements for which
final rates have not been ordered and do not gppear to he under Commission
consideration (the recuming rate for Element H.1.11, D31 Cross-Connect and the
recurring rate for Element H.4.2, Electrical Facility Cost per Linear Foeot). BellSouth
provided a listing of its unresolved proposed collocation rates peraining to
cross-connects and cable installation as follows:

Froposed | Froposed Froposed Proposed
Rate Element Recuming | Nonrecurring | Monrecurring | Monrecuming
First Additional

PHYSICAL COLLOCATION:
H.1.5 Cable Installation 51,701.00
H.1.9 2-Wire Cross-Caonnect $33.53 $31.65
H.1.10 4-Wire Cross-Connect $33.67 331.70
H.1.11 DS1 Cross-Connect $1.38 $h2.87 $50.86
H.1.12 DS3 Cross-Connedct $51.97 $38.59
H.1.31 2-Fiber Cross-Connect $51.97 $38.58
H.1.32 4-Fiber Cross-Connect £64.53 35115
ADJACENT COLLOCATION:
H.4.2 Electrical Facility Cost
per Linear Foot $5.78
H.4.3 2-Wire Cross-Connect $33.53 $31.65
H.4.4 4-Wire Cross-Connect $33.87 43170
H.4.5 D51 Croas-Connect $h0 87 339 86
H.4.6 DS3 Cross-Connect $51.97 $38.68
H.4.7 2-Fiber Cross-Connect $51.97 $38.50
H.4.8 4-Fiber Cross-Connect $654 53 %51 15

The Fublic Staff was the only party who filed initial commentz on BellSouth’s
September 22, 2003 filing. In its initial comments filed on October 13, 2003, the Public
Staff made several recommendations and noted that in its earlier reply comments filed
on August 18, 2003, in this docket, the Public Staff had made recommendations
congcerning the appropnate nonrecurring rates for Bellsouth’s Element H.1.9, Physical
Caollocation - 2-Wire Cross-Connect, First and Additional. |n that prior filing, the Public
Staff provided an explanation for adjusting BellSouth's proposed rates for Element H.1.9
and recommeanded nonrecuming rates of $19.77 far the first 2-wire cross-connect and
$14.95 for each addifional 2-wire cross-connect. The Public Staff asserted in its
Cctober 13, 2003 comments that those previously recommended rates  for
Element H.1.2, First and Additional, 2-Vire Cross-Connects are still the rates it is
recommending for adoption by the Commission.

In this regard, the Commission nates that the Public Staff's August 18, 2003
comments were filed in Docket Mas. P-100, Sub 1334 and Sub 133], along with various
other parties’ comments provided by BellSouth, DIECA Communications, Inc., dfbfa
Covad Communications Company (Covad), ATET Communications of the Southem




States, LLC (ATA&T), and MClmetro Access Transmission Services, LLC and MCI
WorldCom Communications, Inc. {MCI) concerning matters relating to a July 3, 2003
Lefter filed by Covad in Docket Nos, P-100, Sub 133d and Sub 133). In said Letter,
Covad contended that there were cerlain inconsistencies in the nonrecuming charges in
BellSouth’s Statement of Generally Available Terms and Conditions (SGAT) concerning
cross-connections in the central office.

On July 10, 2003, the Commission issuad an Crder requeasting that interested
parties file comments concerning Covad's Letter. By Order issued July 31, 20035, the
Commission required the filing of initial comments on or before August 4, 2003, and
reply comments on or before August 18, 2003,

On July 29, 2003, Covad, AT&T, and MCI, hereinafter, collectively referenced as
the Competitive Carriers, filed their initial comments. On August 4, 2003, BellSouth filed
its initial comments and, likewise, the Public Staff filed its initial comments.

On August 18, 2003, BellSouth filed its reply comments; the Competitive Carrers
filed their jointly prepared reply comments; and the Public Staff filed both a cenfidential
version and a noncoenfidential version of its reply comments.

The issues raized in Covad's Letter and the related comments have not been
previously addressed by the Commission. These matters involve BellSouth's
nonrecurring rates for Element J.4.3, Line Sharng - per Line Activation in the Central
Ofice with BellSouth-Owned Splitter; Element J.4.13, Line Sharing - per Line Activation
in the Central Office with CLP-Owned Splitter; Element J.4.22, Line Spliting - per Line
Activation in the Central Office with BellSouth-Owned Splitter; Element J.4.14, Line
Splitting - per Line Activation in the Central Office with CLP-Owned Splitter; and
Element H.1.2, Physical Collocation - 2-Wire Cross-Connect.  In this regard, the
Cammission believes it is appropriate to address the nonrecurring rates for
Element H.1.2, in this docket, Docket No. P-100, Sub 133); and the Commission will
address the nonrecurring rates for the vanous J.4 Elements noted above by further
aorder to he iazuad in Dockst Mo, P-100, Sub 132d.

Covad's Letter

In its Letter, Covad stated that in reviewing the expected costs to provision line
sphtting in North Carolina, Covad discovered that BellSouth intends to charge two
nonrecurring charges from its SGAT? for cross-connections to the central office. Covad
ohserved that each of these charges is almost double the total cost to provision line
sharing, which includes a cross-connection.

* Covad noted that in Docket No. P-100, Sub 1324 the Public Staff had recommended that the
nonrecurring charges in BellSouth’s SGAT be adopted as the permanent nonrecurring UNE rates far
Marth Carelina,



Covad noted that BellSouth's nonrecurring rate for Element J.4.3, Line
Sharing - per Line Activation in the Central Office, is $17.97. According to Covad, this
element represents the combination of & Z-wire cross-connedt in the central office and
several administrative activities. Covad noted that BellSouth’s SGAT nonrecurring rate
for Element H.1.9, Physical Collocation — 2-Wire Cross-Connect, is $33.53 alone, which
is nearly double the $17.97 nonrecurring rate for Element J.4.3, which includes both a
cross-connect and administrative services for line sharing.

Covad alleged that it is inconsistent for the 2-wire cross-connect alone,
Element H.1.2, to be almost twice as expensive as a 2-wire cross-connect combined
with other services, Element J.4.3. Covad observed that when combined with
operations support systems {OS5) charges, the resulting nonrecurring charges for line
splitting is $70.58, which is nearly triple the cost of provisioning line sharing and an
unbundled network element platform combined,

Covad argued that & nonrecurring charge of $33.53 for a 2-wire cross-connect in
the central office is a barrer to line spliting, which is also pariculady disturbing if the
Federal Communications Commission {(FCC) begins a phase-out of line sharing as an
unbundled network element {UNE). Accerding to Covad, the provisiaoning of line
splitting normally involves two cross-connects in the central office, which is one more
than required for line sharing. Consequently, Covad contended that two nonrecurring
charges of $33.53, for 2-wire cross-connects could precluds Covad from provisioning
line splitting. Covad asserted that a rational cost for cross-connection would ameliorate
this barrier ta line splitting.

Cavad recommended that the nonrecurring charge for a 2-wire cross-connect in
the central office (Element H.1.9) should be $2.34, which would be conszistent with the
percentage of the SGAT rate far Element J.4.3 {line sharing) that is attributable ta the
cross-connection. In support of its recommendation, Covad observed that BellSouth's
supporting documentation in Docket No. P-100, Sub 1334, for Element J.4.3, revealed
that out of a total of 2.8915 hours to provision a line shared loop, 0.3833 hours are
spent performing the cross-conneaction, which reprezents 13% {0.3833 + 2.8815) of the
total provisioning time.* Accardingly, Covad asserted that it weuld be a fair estimate
that $2.34, which is 13% of the 1otal $17.897 nonrecurring charge for Element J.4.3, is
attributable to crass-connection. Covad argued that a nonrecurring charge of $2.34 for
a Z-wire cross-connect in the central office is reasonable and 15 supporied by the
record, Covad also noted that on March 18, 2003, the Georgia Public Service
Commission (Georgia Commission) had ordered a $G.00 nonrecurring charge for this
element. Covad requested that the Commission specifically address the nonrecuming
charge for Element H.1.8, Physical Collocation — 2-Wire Cross-Connect and set the
nonrecurring charge at a level consistent with the cost atiributable to a ceniral office
cross-connect when a line shared loop is provisioned.

1 Covad referenced Exhibit DDGC-1, Bevision 1, filed in Docket No. P-100, 133d, on Qctober 1, 2003, at
Data/NCGenfState Avg. finvestfNCLiIneSh.xls, and attached a copy of this worksheset to its Lettar,



Initial Comments Regarding Covad’s Letter

BellScuth: BellSouth requested that the Commission deny Covad's reguest for a
reduced nenrecurring rate fer the collocation 2-wire cross-connect. BellSouth
contended that Covad's argument was premised on several flawed contentions.
BellSouth asserted that Covad made an invalid comparison of rates while ignoring the
pertinent procedural history and the mannsar in which these rates were devsloped.
BellSouth abserved that Covad's proposed collocation crass-connection nonrecuming
rate of $2.34 is significantly lower than the rate for the subject element in any state in
BellSouth’s region except Georgia.5 BeallSouth contended that Covad's calculation is
flawed by incomect assumptions and mathematical error, and would result in a
nonrecurring charge that would be far below cost.

BellSouth noted that it had filed its Revised North Carolina SGAT Price List with
the Commission on May 7, 2002, in Docket Nos. P-100, Sub 133d and P-53, Sub 1022,
Bellsouth pointed out that its May 7, 2002 Letter, filed wath its Revised SGAT, stated
that the nonrecurring LUNE rates the Commission ordered in North Carolina were
differant in some instances than the UNE rates ardered in other BellSouth states. In
said Letter, BellSouth stated that it compared "the Morth Carclina nenrecurring UNE
rates to the ordered rates in Lovigiana. |f an ordered nonrecurring UNE in Louisiana
was lower than the Morth Carolina rate, BallSouth submitted the Louisiana rate in its
Morth Carolina SGAT price list.” BellSouth commented that the Louisiana Public Service
Commission (Louisiana Commission) had approved a rate of $17.97 for Element J.4.3,
thus, BellSouth lowered the nenrecuming charge fer Element J.4.3 in its SGAT to equal
the Louisiana rate.’ Further, BellSouth observed that, as noted in its May ¥, 20072
Latter, BellSouth’s voluntary lowering of certain nonrecurring rates was done with the
knowledge that this Commission had initiated a new phase in Docket
Ma, P-100, Sub 133d to reexaming all UNE rates except those for collocation.

In addition, BellSouth commented that it did not adjust the nonrecurring rate for
any collocation elements, including Element H.1.9, in the Revised 5GAT Frice List for
the following reasons as set forth in its May 7, 2002 Lettar:

Because the Commission is currently in the process of establishing, for
the first time, permanent UNE rates for collocation and because the
Commission has determined that it will not re-examine collocation in the
upcoming generic LUINE proceeding, BellSouth is not modifving its Morth
Caralina Collocation Rates. The collocation rates in the SGAT price list
attached heresin remain the rates that BellSouth has proposed in Docket
Na. P-100, Sub 133] and in Docket Na. P-35, Sub 1022, When the

" BellSauth stated that in Georgia, in Dacket 143261-U, BellBouth proposed a nonrecurring rate of S0.00
for Element H.1.9, becauze all the necessary nonrecurring cross-connection work time was included in
BellSouth’™s propossd nonrecurring rates for unbundled loops and for line sharing and line splitting
actiratians.

* BallSouth ncted that the Louisiana Commission had ordared a nonrecurring rate of $11.24 for
Elsment H.1.9.



Commission issues its Final Orders in those Dockets, the SGAT price list
should be updated to reflect the permanent collocation rates ordered by
the Commissian.

Therefore, BellSouth’s nonrecurring rate for Element HA1.2, First, 2-Wire
Cross-Connect, as filed in its Hevised SGAT Price List dated May 7, 2002, remained
$33.53, as supported by BellSouth’s cost study filed in Docket Mo, P-100, Sub 133]. In
addition, BellSouth noted that on June 10, 2002, BellSouth filed its direct case in the
current phase of the generic UNE proceeding, Docket Mo, P-100, Sub 133d; BellSouth's
proposed rate list (Exhibits JAR-1 and JAR-3) included a cost-based nonrecurring rate
of $43.99 for Element J.4.3.

In response to Covad's assertion that the rate of $33.52 far collocation 2-wire
cross-connaction is a barrier to entry, BellSouth stated that Covad’s Lefter included no
support for such contention. Instead, BellSouth noted that Covad seems to merely
assert that a lower rate for collocation cross-connection would make entry into the local
market easier. BellSouth observed that the appropriate issue is not whether Covad
considers the rate low enaugh to guarantee easier antry into the market, but rather the
question is whether the rate is appropriate, based upeon the prescribed pricing
methodology and the evidence presented in the collocation proceeding. BellSouth
contended that Cowvad presented nothing to legitimately challenge this rate based on
those determinative factors.

BellSouth commented that Covad has ignored the historical development of the
$17.97 nonrecuming rate for Element J.4.2 and by doing so, Covad has attempted to
create the appearance of an inconsistency to make its argument that the rate for
Elernent H.1.9, 2-Wire Cross-Connect, should be slashed to $32.34, which is 13% of the
rate currently in effect for Element J.4.3. BellSouth argued that the first problem with
this approach is that Covad has inapprapriately stripped Element J.4.3 of a great deal of
necessary labor. BellSouth pointed out that it appears that Covad has only included in
its work time estimate, the necessary work time” to physically run the jumper to make
the croszs-connection. Contrary 1o Covad's flawed assumption, BellSouth pointed out
that the nenrecurring rate for Element J.4.3 alss reflacts other activity that is necessary
10 complete the line sharing cross-connection, for example, functions such as print
order, pre-test, test circuit, and update dispatch system® Furthermare, BellSauth
explained that these are only some of the functions necessary to complete the line
sharing cross-connection. BellSouth asserted that Covad has simply ignored all of the
tasks that must be done to perdorm a cross-connection by incorrectly dismissing them
as administrative services. BellSouth noted that even if one were to accept Covad’s
flawed assumption that only a small amount of the labor associated with Element J.4.3

" BellSouth neted that this work time appears on Line 83 {WirgfRemoval) of the cost detail page attached
to Covad's Letter,

" BellSouth nated that the work times for these functiona appear an the cost detail page attached to
Covad's Letter on Line 81 (Print Qrder), Line 82 {Pre-Test), Line &4 (Test Circuity, and Line 55 {Update
Dispatch Systam).



is attributable to the cross-connection, Covad's 13% figure is mathematically incorrect.
BellSouth explained that for Element J.4.3, the total work time for the cross-connection
is not 2.8915 hours, but rather itis 1.062 hours.

Further, Bellsouth stated that Covad had closed its Letter by requesting that the
Commission sat the nonrecurring charge for Elemant H.1.2 at a leval consistent with the
cost atiributable to a central office cross-connsction.  BellSouth agrsed that the
Cammission should set a cost-based rate. However, BellSouth assented that Covad's
suggestion of how a cost-brased rate should be developed was unsustainable and, as
discussed above, it would be impossible to view the $2.34 as a cost-based rate for
Element H.1.9, especially when one considers that would be only 4.3%
($2.34 + $54.71%) of the rate that the Commission previously ordered for Element J.4.3.

BellSouth contended that its proposed rate for a collocation 2-wire crass-connect
is supported by its cost studies and is otherwise supported by the evidence adduced in
the collocation procesding. Again, Bellsouth observed that the rate for Element H.1.8
included in BallSouth's Revised SGAT is the same as the rate BellSouth proposed in
the collocation docket, and it should be approved in the context of the collocation
docket.

In addition to the foregeoing, in its initial comments at Footnote No. 7, BellSouth
stated that:

BellSouth stands by its proposed cost-based rate of $33.53 far
Element H.1.2 as filed in Docket P-100, Sub 133, However, due to the
difference in timing of the collecation cost study filed in Docket P-13G0,
Sub 133 and the cost study for all of the remaining UNE elements filed in
Dacket P-100, Sub 133d, it is necessary to explain that, if the NCUC
appraves BellSouth's nonrecurring rates as filed in Docket P-100,
Sub 1334, then BellSouth will take the nonrecurring rate for Element H.1.9
1o $0.00 because the nonrecurnng work time associated with provisioning
the central office collocation cross-connection will be covered by the
MRCs for other elements being addressed in Docket P-100, Sub 133d.
That is, in its current LUNE cost study filed in Dacket P-100, Sub 133d,
BellSouth included the work time for the collocation cross-connection
{Element H.1.9) in the nonrecurring costs for the vanous unbundled loops
and for the applicable line sharing and line splitting activation elements,
such as Element J.4.3. BellSouth's rationale for including the wark times
for the collocation cross-connection in with the nonrecurring work times for
unbundled loops and line sharing and line splitting activations is that each
of theze elements always requires either one or two collocation
cross-connections.

* This is the rate which had been in effect for Element J.4.3 prior to BellSouth's filing of its May 7, 2002
Letter, whergin BellSouth yaluntarily reduced many of its nonrecurring UNE rates in Noerth Carelina,
including the lowering of its nonrecurring rate for Element J.4.3 from 554.71 to $17.87



Covad/ATET/MCI: The Competitive Carriers noted that in the Commission's
December 28, 2001 Order Addressing Colfocation Issues, the Commission found that
there was not adequate evidence presented on the appropriate rates for cross-conneacts
and instructed the parties to attempt to negotiate rates for cross-connects. The
Competitive Camers stated that, subsequently, the parties agreed on the recurring rate
for a 2-wire cress-connect, but did not agree on a nonrecurring rate.™ Thus, the
Compstitive Carriers commented that the $33.53 nonrecurring charge for a 2-wire
cross-connect is neither a permanent rate ordered by the Commission nor a rate
negotiated by the parties in the collocation docket,

The Competitive Carriers pointed out that 2-wire cross-connects arg part of the
combinad rate (Element J.4.3) currently in BellSouth's SGAT, which was recommended
by the Public Staff as a permanent rate in the UNE cost docket, Docket Mo, P-100,
Sub 133d. The Competitive Carrers noted that the Public Staff had recommended that
the Commission adopt S17.97 as the nonrecurring charge for Element J.4.3. The
Competitive Camers observed that because a 2-wire cross-connect i1s part of the
provisioning process for a line sharaed loop, some portion of the $17.97 recovers the
cost of providing a 2-wire cross-cannsct.

The Competitive Camiers noted that in Covad's Letter, Covad had recommended
that $2 34 was a fair cost estimate for the crozs-connection. The Competitive Carriers
stated that if, however, all of the other work listed with wirgfremoval including print
order, pre-test, test circuit, and update dispatch svstem are included, the total time
increases to 0.5832 hours or 20%: of the tatal 2.8915 hours of work time which results in
an estimate of $3.60 ($17.9¥ x 20%). Irrespective of the portion of the $17.97 that the
Commission uses to determine the proper rate for a 2-wire cross-cannect, the
Competitive Carriers asserted that the $33.53 rate in BellSouth's SGAT and its proposal
in the collocation docket are exeessive and inconsistent with the costs for a 2-wire
cross-connect included in the provisioning of a line shared loop (Element J.4.3).
Accordingly, the Competitive Carriers requested that the Commission address the
nonrecurring charge for a Z-wire cross-connect (Element H.1.9) and set the
nonrecurring charge at a level that is consistent with the cost attrihutable to a central
office cross-connect when a line shared loop is provisionead.

In the interim, the Competitive Carriers requested that the Comrnission order an
interim rate of 511,94, the Louisiana nonrecurring rate for a 2-vare cross-connect, for all
Z2-wire gross-connect rates in North Caroling pending an order setting a permanent
nonrecurring rate,. The Competitive Carriers also requested that, in the order
establishing a permanent rate for a 2-wire cross-connect, the Commission provide that
the parties “true-up” any billed interim rate to the ordered permanent rate.

Public Staff: The Public Staff's initial comments predominantly addressed the matter of
determining the appropriate nonrecurring rates far line activations in line sharing and

"“ Per Order Addrezsing Unresolvad Colloczhion Aale fssues izsued Septamber 24, 2002, in Cocket
Mo, P-100, Sub 133), Pages 2 and 3. The CLPs agreed with BallSouth's recurring rate of $0.0309 far
Elsment H.1.9.



line splitting arrangements. The Public Staff noted that in the hearings held in
Movember 2002, in Docket MNo. P-100, Sub 133d, BellSouth proposed that the line
activation Element J.4.3 should have a nanrecurring rate of $43.99 for aclivating a line
plus an additional charge of 525.58 when the line is discannected. The Public Staft
stated that the cost studies filed by BellZouth supported these proposed rates.
However, the Public Staff remarked that as fully explainad in its Proposed Order filed on
February 14, 2003, in Docket Na. P-100, Sub 1334, the Public Staff recommesnded that
the Commission adopt the rates in the Revised SGAT as the appropriate rates for
nonrecurring charges, That would result in maintaining the nonrecurring charge of
$17.97 currently being charged for line activation Element J.4.3. [Commission Note:
The matters concerming nonrecurring rates for line activations in line shanng and ling
splitting arrangements, the J.4 Elements, will be addressed by further order in Docket
Mo, P-100, Sub 133d. However, the Commission notes that on December 30, 2003, the
Cammission issued its Order Adopling Permanent Unbundied Network Efements Rates
for BeflSoufh and, therein, the Commission found, as provided in the Evidence and
Conclusions for Finding of Fact Mo, 14, that BellSouth's then approved SGAT
nonrecurring rates were appropriate.  Thus, the nonrecurring rate of $17.97 for
Element J.4.3 was upheld. Furthenmare, the Commission chserves that in Docket
Mo. P-100, Sub 133d, on February 25, 2004, BellSouth filed a request for
reconsideration of certain issues decided in the Decernber 30, 2003 Oyder, but
BellScuth did not seek reconsideration of the Commission's decision concerning
nonrecurring rates (Finding of Fact Mo. 14). Therefore, BellSouth did not request
reconsideration on the Commission-approved rate of $17.97 for Element J.4.3 ]

Further, the Public Staff observed that the appropriateness of Element H.1.9,
Physical Collocation — 2WWire Cross-Connect, is being addressed in the collocation
docket and, thus, no paries proposed changes to the current rate in the November
2002 hearings held in Docket No., P-100, Sub 133d.

The Public Staff stated that the nonrecurring rate for Element H.1.8 of $33.53
was filed by BellSouth in the collogation docket on September 15, 2000, and pointed out
that, although the rate is contained in BellSouth's SGAT, the nonrecurring charge for
Element H.1.8 has not yet been approved by the Caommission. The Public Staff stated
that it expected to provide the results of its review of the nonrecurring charge for
Element H.1.4 in its reply comrments.

Reply Comments Regarding Covad's Letter

BellScuth: 0 its reply comments, BellSouth argued that the Commission should reject
the Competitive Camiers’ request for a lower permanent rate for Element H.1.9 and
should also reject their request for an interim rate. |n regard to the Competitive Carriers’
comments on the histencal development of the subject rates, BellZouth assered that
those comments weare generally carrect, but had important amissions. BellSouth noted
that the CLPs were correct that the oross-connection activity that comprises
Element H.1.2 is also included in HementJ.4.3, line shanng activation. However,
BellSouth explained that the line sharing activation element is not a cormbination as



stated by the CLPs; instead it is simply a line sharing element that is comprised of all
the activiies necessary to provide that element. BellSouth stated that what the
Campetitive Carriers failed to mention is that the Commission had ariginally ordered a
rate of $54.71 for the line sharing Element J.4.3. Also, BellSouth explained that it had
proposed a cost-based, nonrecurring rate of 543.99 for this Element J.4.3 in its direct
case in the UNE proceading, Docket Mo, P-100, Sub 133d. Thus, BellSouth noted that
there is a logical relationship betwean the propased rate of $33.53 for a collocation
cross-connaction and the higher above-described rates for the line sharing activation
element that is camprised, in part, of this same cross-connection activity.

In regard to the rate of $17.97 for Element J.4.3, BellSouth argued that this
should not he used as the starting point to develop the rate for Element H.1.9.
BellSouth noted that it had not provided a cost study that is specific to North Carclina for
Element J.4.3. BellSauth obiserved that this is the rate the Louisiana Commission found
to be cost based, and it was subsequently included in BellSauth's North Garolina SGAT
‘as a compromise.” BellSouth stated that it had proposed to lower this rate and other
rates in its SGAT knowing that these rates would be ravisited in Docket No. P-100,
Sub 133d.

Further, BellSouth contended that although the Competitive Camriers argued that
the rate for Element H.1.9 should be considerably lower than the rate of $33.53
advocated by BellSouth, they have offered little or nothing as to what the permanent
rate should be. In regard to the Competitive Carriers’ revised suggestion that the cost
of the collocation cross-connection is $3.60, BellSouth pointed out that this number is
wrong because the Competitive Camers have made the same mathematical mistake
that Covad made in its July 3, 2003 Letter when it suggested a nonrecurring charge af
$2.34 for a cross-connection in the central office.  BellSouth explained that the
Caompetitive Carriers erronecusly still contend that Element J.4.3 has a total work time
of 2.8915 haurs, rather than 1.062 hours, as was previously discussed in BellSouth's
initial comments. BellSouth asserted that had the Competitive Carriers performed the
calculation properly, this would have revealed that the cross-connection activity entails a
much higher percentage of the work in the nonrecurming rate for line sharing activation
charge than 2054,

EellSouth contended that it would be inappropriate for the Commission to now
act based upon nothing more than a flawed calculation that was never submitied into
evidence. BellSouth recommended that one of two approaches should be taken for
setting a permanent rate for Element H.1.9. One approach would be to approve
BellSouth’s proposed rate of $33.53, based on the evidence presented by BellSouth.
The other approach, according to BellSouth, would be to approve BellSouth's
nonrecurring rates, which are supporied by BellSouth's cost study filed in June 2002 in
Docket Mo, P-100, Sub 133d. BellSouth observed that in that cost study it induded the
collocation cross-connect work times in the appropriate J.4 elements. Bell'South
explained that if this approach is taken then there would not bhe a need to establish a
separate nonrecurring rate for Element H.1.9, i.e., it would be $0.00; because if the
Cammission adopted all of BellSouth's proposed nanrecurring rates as filed in Docket



No. P-100, Sub 133d, then all activity necessary to make the collocation
cross-connection would be ingluded in the rates for the various unbundled loops, and
ling sharing and line spliting activation elements. Even thaugh Bellsowth disputed the
Competitive Carriers’ claim that a rate of $33.53 for Element H.1.8 is so high that it
‘creates a barner to fadlities-based line spliting”, BellSouth noted that the Competitive
Carriers cannot make this claim under the approach proposed by BellSouth in Docket
No. P-100, Sub 133d.

Furthermare, BellSouth stated that the Commission should reject the Competitive
Carriers’ request for an interim rate of $11.84 for Element H.1.9, subject to trus-up.
BellSouth comended that the CLPs provided nothing to support a decision that $11.94
would be an appropriate cost-based rate in North Carolina.  BellSouth stated that it
agrees with the Competitive Carriers that the rate of $33.53 is neither a permanent rate
ordered by the Commission nor a rate negotiated by the parties in the collacation
docket. Further, in regard ta the Competitive Garriers’ contention that $33.53 is such an
outrageously high rate for Element H.1.9, BellSouth noted that the rates negotiated by
these CLPs for physical collocation — Z-wire cross-connect are considerably higher.
BellScuth reported that AT&T, Covad, and MCI sach entered inta interconnection
agreements in 2001 that provided a rate for this element of $41.78 for the first
cross-connection and $38.23 for additional cross-connections.  Further, BellSouth
ohzserved that Covad and MCI availed themszelves of the lower collocation
cross-connection rate of $33.53 in the Morth Carclina 3GAT by amending their
agreements to incorporate this rate effective, respectively, on September 23, 2002
{Covad) and Aprl 18, 2003 (MCI). However, BellSouth noted that ATAT did not amend
its agreement with BellSouth, Thus, BellSouth assered that the Competitive Carriers'
request for an interim rate of $11.84 is nothing more than an attempt to avoid payment
of either the rate which they veluntarily agreed to or the lower rate in the SGAT.
Furthermore, BellSouth asserted that even it an inmterim rate were set, the Competitive
Carriers’ request for a true-up shauld be rejected because it would serve little purpase
and would carry the potential to place a substantial administrative burden on BellSouth,

Cavad/ATET/MCI: The Competitive Carriers asserted that BellSouth’s initial comments
cleary reveal that BellSouth’s proposed rate for a 2-wire cross-connect of $33.53 is
excessive, and that the rate should be significantly lower. The Competitive Camriers
noted that BellSouth cantended that the supporting documentation in Docket Mo, P-100,
Sub 133d ftor Element J.4.3 reveals that out of a total of 1.062 hours to provision a line
shared |oop all of the cross-connect work listed with wire removal induding pnnt order,
pre-test, test circuit, and update dispatch system, should be included for a total time of
5832, or 55% of the total 1.082 hours of work time.  Accordingly, the Competitive
Carriers argued that 55% of $17.97 is $98.88, not $33.53. The Competitive Carriers also
pointed out that while BellSouth azserts that the factual inconsistency could be resolved
if only the current rate of $17.97 is neary tripled to $43.89, then such an astronomical
increase in rates would only vield a rate of $24.19 (55% of $43.99) for the 2-wire
cross-connect, not 533,53, The Compsetitive Carriers requested that the Commission
set a rate that is consistent with the line shanng and the line spliting rates proposed by
the Competitive Carriers and the Public Stalff,



Public Staff: The Public Staff cammented that it still questions the accuracy of the coxst
studies BellSouth filed In support of its proposed nonrecurring rates in the pending
praceeding in Dacket No. P-100, Sub 133d including those for Element J.4.3. The
Fublic Staff also noted that BellSouth had commented that because of differences in
timing when the studies for Elements H 1.9 and J 4.3 were performed, some costs are
recoversd from both slemsnts. Thse Public Staff stated that such comments by
BellSouth merely bolster the Public Staff's concerns about inacouracies in the cost
studies, as outlined in its Proposed Order filed on February 14, 2003 in Docket
Mo. P-100, Sub 133d.

Howewver, despite the Public Stalf's concerns over the accuracy of BellSouth's
nonrecurring cast studies, the Public Stalf commented that an evaluation of the work
times for similar work functions of Element H.1.2 would be useful far comparison
purpozes.  Based upon its review of the nonrecurring casts for BellSouth’s
Element H.1.2, the Public Staff found an area in which BellSouth appears to have
overstated costs invalving the actual installation of the cross-connact.  In particular, in
BellScuth’s comments it contended that the cross-connect functions are all perfarmed
within Element J.4.3, as provided in BellSouth's Footnote Nao. 7" included in its
August 4, 2003 initial comments,  Based wupon BellSowth's explanation of the
cross-connections required for line sharing or line splitting, the Public Staff noted that
either two or three cross-connections are performed depending upon who owns the
spliter. Thus, the Public Staff stated that the time for installing three cross-connections
is reflected in the cost for Element J.4.3, Line Sharing - per Line Activation in the
Central Office with BellSouth-Owned Splitter and BellSouth has included the time for
two cross-connections in Element J.4.13, Line Sharing - per Line Activation in the
Central Office with CLP-Owned Splitter.

Furthermare, based wupon its review of BellSouth's cost studies for
Elements H.1.9 and J.4.3, the Public Staff observed that the time included for installing
a single cross-connect in Element H.1.9 comprises over 70% of the time BellSouth
requires to install three cross-connects in Element J.4.3. The Public Staff calculated the
average time to install a single cross-connect for Elements J.4.3 and J.4.13 and
recommended that the Commission use this average time for installing a crass-connect
in Element H.1.9. In addition, the Public Staff suggested that the disconnect time for the
cross-connect install function should be adjusted to maintain the same relationship
between the time for installing a cross-connect and the time for disconnecting a
crass-connect that BellSouth filed in its cost study for Element H.1.9. Consequently, the
Fublic Staff recommended moedifying BellSouth's cost study by incorporating these
proposed adjustments and proposed that the Commission approve the resulting rates of
$19.77 for Element H.1.9, First, 2-Wire Cross-Connect and $14.95 for Element H.1.9,
Additional, 2-Wire Cross-Connect,'?

" The rmgjor contant of BellSouth's Footnote Mo, 7 is provided, hereinbefore, at Pags B

2 The caloulations undarlving tha Public Staff's rate proposals are considered by BellSouth to be
confidantal and proprigtary.



Discussion Continues Including Other Cross-Connect and Cable Installatien
Rates - BellSouth

As previously noted, the Public Staff was the only party who filed initial
comments on  BellSouth's September 22, 2003 filing concerning unresolved
cross-connect and cable installation rates. In thoss initial comments, the Fublic Staff
made other recommendations in addition to those discussed above concerning its
proposed nonrecurring rates for BellSouth's Element H.1.9, 2-Wire Cross-Connect, First
and Additional. In particular, the Public Staff's other recommendations included the
following:

(1 The Public Staff stated that BellSouth’s nonrecurring rates for its physical
collocation cross-connect Elements H.1.10, H.1.11, H.1.12, H.1.31, and H.1.32"
suffer from the same deficiencies as identified by the Public Staff for
Element H.1.2. Therefore, the Public S5taff contended that similar adjustments to
those proposed to the cost study associated with Element H.1.9 are warranted
far these rate elements as well.

{2y  The Public Staff observed that BellSouth's nonrecuring rates for adjacent
collocation cross-connects, Elementz H4.3, H44 HA5 HAS HA47 and H48
have the same rates as their comparable physical collocation rate Elements
H.1.9, HA1.10, H.1.711, H.1.12, H.1.31, and H.1.52. Consequently, the Fublic
Staff recommended that the adjacent collocation rates should be adjusted in the
same manner as the nonrecurring charges for physical  collocation
cross-connects.

{3) In regard 10 BellSouth's proposed nonreclrring cable installation rate,
Element H.1.5, the Public Staff asserted that it believes that the cost includes an
excessive number of labor hours, Specdifically, the Public Staff recommended
that the engineering time for common systems capacity management and the
connect time and test labor for outside plant construction should be reduced by
50%. In support of its position, the Public Staff explained for instance, some of
the labor should already be coverad in BellSouth's application fee costs.

The Commission notes that the parties were provided with an opportunity 1o file
reply comments, but neither BellSouth nor any other party filed reply comments
concerning the Public Staff's initial comments conceming BellSouth’'s rates in this
regard.

The Commission understands that in regard to rates for 2-wire cross-connects,
Element H.1.2, the Competitive Carmers provided varnious rate suggestions for
Element H.1.2, including rates of $2.34, $3.60, $9.88, and $11.94, but they ultimately
proposed a rate of $8.88, which is 55% of §17.97, the rate for Element J.4.3. BellSouth
recommendead that one of two approaches could be taken for setting a permanent rate

" Refsr to BellSouth’s rats takls, hereinksfors, at Fags 2 for the slemsent descripticns.
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for Element H.1.9. One approach would be to approve BellSouth’s proposed rate of
$33.583. The nther approach, preferred by BellSouth, would be to approve BellSouth's
nanrecurring rates, which are supparted by BellSouth's cost study filed in June 2002 in
Docket Ma. P-100, Sub 1334, BellSguth explained that if this latter approach is taken
then there would not be a need 1o establish a separate nonrecuming rate for
Element H1.%, ie., it would be $0.00, because if thea Commizgsion adopted all of
BellScuth’s proposed nonrecurring rates as filed in Docket Ma. P-100, Sub 1334, then
all activity necessary 10 make the collocation cross-connactions would be included in
the rates for the various unbundled loops, and the ling sharing and line splitting
activation elements, which would be consistent, for example, with its proposal that the
rate for Element J.4.3 should be $43.99. The Public Staff proposed that the 2-wire
crass-connect rates should be $19.77 and $14.85 for the first and additional 2-wire
cross-connects, respedctively. The Commission nates that the Fublic Staff and the
Campetitive Carrders both recommended that the rate for Element J.4.3 should be
$17.97.  Furthermare, on December 30, 2043, the Commission issued its Ordar
Adopting Fermanent Unbundled Neitworkk Element  Rates  for  BefiSouth
Telecommunications, Ine.  In that Order, the Commission found that the nonrecurring
rates filed and approved by the Commission in EellSouth's SGAT were reascnakble and
appropriate for BellSouth to recover its nonrecurring costs assodated with providing
UMEs and interconnection,  Consequently, the nonrecurring rate for Element J.4.3
approved by the Commigsion on December 30, 2003, is $17.97, ie, BellSouth's
proposed rate of $43.98 was rejected by the Commission. Further, the Commission
notes that in Docket No. P-100, Sub 133d, on Febroary 23, 2004, BellSouth filed a
request for reconsideration of certain issues decided in the December 30, 2003 Crder,
howaver, BellSouth did not seek reconsideration of the Commission’s decdision
concerning nonrecurring rates (Finding of Fact No. 14}. Thus, BellSouth did not request
reconsideration on the Commission-approved rate of $17.97 for Element J.4.3,

Based upon the foregoing, the Commission agrees with the Public Staff's
observation that by comparison of BellSouth’s cest studies for Elements H.1.9 and
J.4.3, the time included for installing a single cross-connect in Elemeant H.1.9 comprises
over 70% of the time BellSouth requires to install three cross-connects in Element J.4.3.
Furthermore, after reviewing the Public Staff's confidential calculations supporting its
proposed nonrecurring rates for cross-connects, the Commission concludes that the
Public Staff's adjustments reflecting (1) an awverage time to install a cross-connect
developed from BellSouth's cost studies for Elements J.4.3 and J.4.13 and (2) the
maintenance of the same relationship between the installation time and disconneaction
time tor a cross-connect as was reflected in BellSouth's cost study for Element H.1.9,
are reasonable assumptions to apply as modifications in BellSouth's cost study for
Element H.1.9. Accordingly, the Commission agrees with the Public Staff that the
appropriate nonrecurring rates for BellSouth's collocation cross-connects should be
$19.77 for Element H.1.9, First, 2-Wire Cross-Connect and $14.85 for Element H.1.9,
Additional, 2-Wire Cross-Connect.

In addition, including the fact that Bellsouth chose not to file reply comments in
opposition to the Public Staff's initial comments filed on October 13, 2003, concerning



crass-connect and cable installation rates and based upon our acceptance of the Fublic
Staff's recommendations concerning Element H.1.9, the Commission beligves that the
Fublic Stafl's recommendations concerming input changes to BellSouth’s cost studies
for other propesed nonrecurring rates for Elements H.1.5, H1.10, H.1.11, H.1.12,
H.1.31, H.1.22, H4.3, H.44, H4.5 H4.6, H47, and H4.8 are reasonable and
appropriate.  Accordingly, the Commission concludes that BellSaouth zhould be required
to adjust the inputs to its cost studies for those particular nonrecuming rate slamsnts.
Therefore, BellSouth's cost studies for Elements H.1.10, H.1.11, H.1.12, H.1.31, H.1.32,
H43 H44 H4.5 HA6 HA7, and H.4.8 should reflect an average time 1o install a
cross-connect and the maintenance of the same relationship between the installation
time and disconnection time for a cross-connect, similar to the Public Staff's proposed
adjustments in the cost study for Element H.1.8. And the Commission concludes that
the cost study for Element H.1.5, Cable Installation, should reflect a 50% reduction in
the times initially reflected by BellSouth for the engineering time for common systems
capacity management and the connect time and test labor for outside plant
construction, as recommended by the Public 5iaff since it appears that the labor hours
are excessive as some of the labor costs should already be covered in BellSouth's
application fee.”® The Commission also considers it appropriate to require BallSouth to
resubmit its corrected cost studies and the resulting rates far review by the Public Staff.

Further, as noted in BellSouth's filing, it identified two more collocation rate
elements for which final rates have not been approved. They are the recurring rate for
Element H.1.11, DS1 Cross-Connect of $1.28 and the recurring rate for Element H.4.2,
Electrical Facility Cost per linear foot of $5.78. The Public Staff's reply comments did
not include any explicit discussion on these proposed recurring rates; the Public Staff's
concerns only involved BellSouth's nonrecurring rates, therefore, the Commission
believes it is reasonable to assume that the Public Staff believed these rates were
acceptable.

" According to the Nerth Carclina Collocation Standard Cffering filed in this docket on Cctober 3, 2002,
for the CLP's initial eguipment placement at an ILEC's premises, the CLP shall submit te the ILEC an
application document reflacting the CLP's space requirements, a detailad description and schematic of
eguipment to ke placed in the requested space, and power, HVWAC, and cther infrastructure needs for the
collocation epace along with any applicable applization fea, Thus, the Commission understands that an
application fes may be asssssed to cover the ILEC's cost for adeguatsly avaluating all the necessary
irfarrmation which requires input from various design and service groups to properly respand to the CLP's
colloeation  application. Az stated in the Order Addressing Coflocation issues issusd  on
Cacember 28, 2001, in this dockst the Commission concluded that the ILECs shauld revise their cost
studies for application fees to reflact no mere than 24 |labor hours. Thus, the Commisszion's cap cf
24 abor hours meant that over 50% of the labor hours included in BellSouth's cost study was considered
excessive, e, BelSouth had to remove approximately 27 labor hours (53%) from its application fee cost
study, as it had included more than 51 hours of labar costs in its August 2000 cost study underlying its
proposed application fee.  Conzequently, BellSouth's iritial applicaton fee, which was based on
approximately 51 labor hours relating to warious design and service groupe such as Account Team
Collocation Coordinator, Fower and Circwit Capacity Management, Comman  Systems  Capacity
Management, and Outside Flant Engineering plus an additianal nonrecuring rate additive, had 1o be
reduced frem $3.741 to $2,325. Belldouth's August 2000 cost study underlying its proposed cable
installation rate of $1,701 was devslopsd basad upon labor hours relating te Commen Systems Capacity
Management and Cutsida Flant EnginesringfConstruction plus an addiional nonrscurring rate additive.
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The Commission has reviewed its September 24, 2002 Order Addressing
Linresalved Coffoczation Rate Issues, and found therein that several recurring rates had
been agread upon by BellSouth and the competing local providers (CLPs) as follows:

Rate Flement Recurring Raie
H.1.8 2-Wire Cross-Connect % 0.0308
H.1.10 4-Wire Crosz-Connadct $ 0.0618
H.1.12 D83 Cross-Connect $17.62
H.1.31 2-Fiber Cross-Connect 3 3.50
H.1.32 4-Fiber Cross-Connect $ B.20
H.1.48 Co-Carrier Cross-Connect

Fiber Cable Support Structure $ 0.0028
H.1.49 Co-Carrer Cross-Connadct

CopperfCoaxial Cable Support Structure $ 0.0041

Furthermore, the Commission notes that in the Commission's
Sepfember 24, 2002 Order, the CLPs' comments, at that time, expressed concem that
Bellsouth's proposed recurring rates for elements, H.1.11, D31 Cross-Connect, and
H.4 2 Electrical Facdility Cost per Linear Foot, were inappropriate. |n particular, in
regard to BellSouth's proposed recurring rate of $1.38 for Element H.1.11, the CLPs
argued that the recurring rate should be no greater than $0.629. The CLPs maintained
that this figure was derived by assuming that the menthly recurring rate for H.1.12, D33
Cross-Connedt, is correctly determinad and would take into account that the capacity of
a DS3 cable is equivalent to the capacity of 28 DE1s (hence the monthly recurring rate
for H.1.12 divided by 25 equals $0.629). In regard to BellSouth's proposed recuring
rate of $5.78 for Element H.4.2, the CLPs merely stated that for Rate Element H.4.2,
BellSouth’s praposed rates in Georgia for these elements are lower, ($5.23 and $4.01,
respectively, depending on which methodolegy is used) than proposed in MNorth
Carclina. However, as provided in the September 24, 2002 Order, the Commission
stated that “the Supplemeantal Briefs indicate that the CLPs do not antirely understand
the rates proposed by the ILECs, and the ILECs do naet entirely understand why the
CLPs disagree with certain proposed rates.”

The Commission is net convinged that those past arguments of the CLPs, as
presented back in the September 24, 2007 Order, are necessarily sufficient at this
juncture to warrant any revisions in BellScuth's proposed rates for Elements H.1.11 and
H.4.2. Furthermore, the Commission notes that the CLPs chose not to file any
additional comments on Cctober 13, 2003 (initial comments} or November 3, 2003
(reply comments) regarding BellSouth’s unresolved rates for cross-connects and cable
installation. Based upon BellSouth's and the Public 5taff's apparent agreement on
these rates and our belief that the evidence provided by the CLPs is insufficient to do
otherwise, the Commission accepts BsllScuth’s proposed recuming rates for
Elements H.1.11, D51 Cross-Connect of $1.38 and H.4.2, Electrical Facility Cost per
Linear Foat of 35.78, as being reasonable and appropriate.



CONCLUSIONS - BELLSOUTH

As discussed hersinabove. the Commission concludes that the following
nonrecurring rates are appropriate for BellSouth to charge for physical collocation 2-wire
Cross-connects:

H.1.9, First, 2 Wire Cross-Connect $19.77
H.1.9, Additional, 2-¥¥ire Crass-Connadt $14.05

Further, the Commission concludes that BellSouth’s cost studies for its
nonrecurring rate Elements H.1.10 (Physical Collocation 4-Wire Cross-Connect}, H.1.11
(Physical Cellocation D31 Cross-Connect), H.1.12 (Fhysical Collocgtion DS3
Cross-Connect), H.1.31 {Physical Ceollocation 2-Fiber Cross-Cennect), H.1.32 (Physical
Callocation 4-Fiber Cross-Connect), H43 (Adjacent Collocation  2-¥ire
Croas-Connect), H4.4 (Adjacent Collocation 4-Wire Cross-Connect), H.4.5 (Adjacent
Collocation DS1 Cross-Connect), H.4.6 {Adjacent Collocation D53 Cross-Connect),
H.4.7 (Adjacent Collocation 2-Fiber Cross-Connect), and H.4.8 (Adjacent Collocation
4-Fiber Cross-Connect) should be revised to reflect an average time to install a
cross-connect and the maintenance of the same relationship between the installation
time and disconnection time for a cross-connect, consistent with the Public Staff's
recommendations and our findings for Rate Element H.1.2. In addition, the Commigsion
concludes that the cost study for the nonrecurring rate for Element H.1.% Cable
Installation, should be maodified to reflect a 30% reduction in the times initially reflected
by BellSouth for commen systems capacity management and the connect time and tast
labor for ouiside plant construction to eliminate labor hours already reflected In
BellSouth’s application fee. Furthermore, the Commission finds that BellSouth should
be required to resubmit its revised cost studies and the resulting rates for Elements
H.1.5 H.1.10, H1.11, H1.42, H1.31, H1.32, H4.3, H4.4, H4.5 H.4.6 H4.7 and
H.4.3 for review by the Public Staff.

Also, the Commission concludes that the following other recumng rates are
appropriate for BellSouth:

Element H.1.11 D51 Cross-Conneact $1.38
Element H4.2 Electrical Facility Cost per Linear Foot $5.78

DISCUSSION - CAROLINA AND CENTRAL

In their September 23, 2003 filing, Carolina and Central stated that pursuant to
the Commission’s December 28, 2001 Order Addressing Coffocation lssues, Carolina
and Central provided rates for physical collocation cross-connects itogether with
appropnate support for these rates as part of its Aprl 22, 2002 Supplemental Brief
Addressing Negotiated Aates. Further, Carolina and Central commentad that pursuant
to tha Commission’s September 24, 2002 Order Addressing Lhnresolved Colfocation
fssues, Carclina and Central provided rates for adjacent collocation cross-connects
together with appropriate suppert for these rates as par of its October 24, 2002 filing.



In their September 23, 2003 filing, Carolina and Central resubmitted the same rates for
both physical eollogation cross-connects and adjacent collocation cross-connects which
had been previously submitted in their respective filings on Apnl 22, 2002 and
Cctober 24, 2002. |0 addition, as initially pravided in its April 22, 2002 Supplemental
Brief Addressing Negaotiated Raftes, Carolina and Central noted that they continue to
helieve that costs for cross-connects and cable installation are the same and, therefore,
Carglina and Central did not propose additional cable installation rates for
Cross-connects,

Further, Carolina and Central observed that the CLPs had not made a filing
related to their proposed rates in this regard and, thus, Carclina and Central surmised
that it does not appear that any party is contesting these rates. Carolina and Ceniral
requested that the Commission approve their proposed rates for physical and adjacent
cross-connect collacation elements as follows:

Caralina Caralina Central Central
Elament Froposed | Froposed Froposed | Froposed
Becurnng | Monrecurring | Becurnng | Nonrecurring
PHYSICAL COLLOCATION:
D50 100-Pair Switchboard Cable $0.00 $6838.53 $7.47 SES6.12
DS0 100-Pair MDF
Cross-Connect Hardware $8.70 $373.54 $7.45 5385.43
28 DS1 High-Frequency Cable $10.50 $592.47 $8.82 5601.96
28 DE1 DSX Panel Connection $19.78 $280.91 $17.60 £294.20
& 33 High-Frequency Cable $63.76 $1,8973.02 $56.13 $1,982.55
£ D53 DSX Panel Connaction $51.70 $286.12 $46.42 $300.51
12 Fiber High-Frequency Cable $14.37 $1,243.47 $11.53 $1,280.35
12 Fiker Patch Panel Connection £12.33 $387.21 310.74 540492
Commeon Cable Rack, Per Linear
Foot FPer Cable (CCXG) $0.01 $0.01
ADJACENT COLLOCATION:
D50 = Per 100 D&0 Switchboard
Cable $19.24 $1.141.88 $16.10 $1.177.31
D50 = Per 100 DED Co-Carrier
Switchtioard Cable $9.95 $721.73 $8.15 5742.40
D51 - Per 28 DSA $29.91 $1,055.84 52577 $1,080.93
D51 — Per 28 DS
Co-Carrier Cable $12.40 $774.93 $10.28 5786.74
DS3 — Per 6 D33 $84.80 $2.973.87 $72.54 $3,001.55
DS3 — Per 5 D33
Co-Carrier Cable $36.02 $2,687.75 $28.78 $2,687.75
Optical — Per 12 Fibers $27.23 $1,774.48 $22.55 $1,845.34
Optical — Per 12 Fibers
Co-Carrier Cable $15.15 $1,387.27 $11.63 $1,387.27
Dedicated Cable Racking Per Site | $13.70 $1.515.61 $10.80 $1.573.33




The Public Staff was the anly party who filed initial comments on Carolina and
Central’s filing.

The Public Staff observed that the cross-connect rates proposed by Carolina and
Central for physical collocation and adjacent collocation are not in per circuit units.
Instead, as noted by the Public Staff, Carclina and Central have calculated rates
assuming that crazs-connects will be pEI’fDI‘I‘f‘IEd in rnultiple$ depending on the e of
circuit. The Public Staff explained that, for example, the rates for D30 cross-connects
are based on cross-connects for 100 0SS0 circuits. The Public Staff noted that,
likewise, Carcling and Central’s D31 cross-connect rates assume cross-connections for
28 D51 circuits, their DS2 cross-connect rates assume B DS3 cross-connections, and
their fiber crass-connect rates assume 12 cross-connections.

It iz the Public Staff’s opinion that the CLPs should only be required to pay for the
cross-connects they desire.  The Public Staff pointed out that under Carolina and
Central’s proposal this will occur only if the CLPs desire to cross-connect DSO circuits
in multiples of 100, D31 circuits in multiples of 28, D83 dircuits in multiples of &, and
fiber circuits in multiples of 12. The Public Staff recommended that Carolina and
Central be required to adjust their proposed rates to reflect per circuit rates.
Specifically, the Fublic Staff contended that the DSO rates should be divided by 100,
the D1 rates should be divided by 28, the DS3 rates should be divided by 6, and the
fiber rates should be divided by 12,

Carolina and Central were the only parties who filed reply comments. Their
comments were limited to responding to the Public Staff's initial comments conceming
Carglina and Central's proposals.

Carolina and Central requested that the Commission deny the Public Staff's
recommendation that Carclina and Central be required to develop rates on A per circuit
basis. Carclina and Central requested that the Commission adopt their proposed rates.

In support of their position, Carolina and Central provided several reasons as to
why they believed it would be both inequitable and inefficient from a cost standpoint 10
price cross-connects as proposed by the Public Staff.

Carclina and Central explained that the cross-connects provide the central office
cabling necessary for the provisian of services, hut not the services themselves, by the
CLP. According to Carelina and Central, the cross-connect cables run from the CLF's
bay or cage to the main distribution frame (MDF} electrical cross-connect panels for
D351 or D53 senvices (DSX panels), or fiber patch panels 1o create a path from the UNE
Ioop to the CLP's collocation space. Further, Carclina and Central commented that
their cross-connect elements do not include casts for running jumper wires at the MDF
or betweean the DIX or fiber patch panel and Carolina and Central's transmission
equipment, singce they are recovered in Caroling and Central's loop installation
nonrecurring charges.
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In regard to DSO and D81 cross-connects, Carolina and Central contended
that, for incumbent |ocal exchange companies (ILECs) who fumish and install
cross-connect cables, the industry norm for such provisioning and pricing is an the basis
of 100 pairs for D30 cross-connects and 28 pairs for DS1 cross-connects. Carclina and
Central pointed out that, for axample, Warizon has filed using these same incremeants in
this decket. Carclina and Central also noted another example where ATE&T filed cost
studies as a CLP in which D30 cross-connects were priced in increments of 100 and
D51 cross-connects were priced in increments of 28 in a Proceeding to Establish
Permanent Rates for Soutfnvestern Bell Telephone Company's Revised Physical and
Virtuaf Collocation Tarff before the Texas Public Wility Commission in Docket
Mo. 21333, Carolina and Central argued that the pricing of D50 and D51 cross-connect
cabling in one-atatime increments does not match up to the efficient upfront
investment Carolina and Central must make to install D30 and DS1 crass-connect
cabling.

Carolina and Central explainad that D50 cross-connects are provided by running
a 100-pair cable in cable racking from the CLP's bay to a dedicated block attached 1o
the MDF, as the industry standard of 100 pairs is the smallest effident increment of
pravisioning. In the case of co-carrer cross-connects, Carglina and Central remarked
that the same type of 100-pair cable is used even though the cable i= run in cable
racking from one CLF's bay directly to another CLP's bay. In either case, Carolina and
Central stated that they incur capital investment for the installation of a 100-pair cahble,
regardless of how many pairs the CLP plans to immediately place in service.
Furthermore, Carolina and Central asseriad that these cables are by nature dedicated
to the use of the CLP that ordered the service and usage of a DS cable cannot be
shared by two or more CLPs.

Carolina and Central stated that cables are made in smaller than 100-pair
quantities, but in those circumstances the cost of installing a smaller cable is not
significantly less than the cost of installing 2 100-pair cable resulting in much higher unit
costs per DS0 circuit due to the relatively fixed installation labor costs.  In addition,
Cargclina and Central observed that each time a CLP wants to include additional small
capacity cables, augment fees will be incurred which will further increase the cast 1o the
CLP. Furthermore, Carolina and Central commented that their experience has shown
that the CLPs have ordered D&S0s in quantities greater than 100,

To illustrate the cost increases involved in provisioning small quantity cahkles,
Caralina and Central calculated the nonrecurring cost of installing 25-pair DS0 cables
versus the cost of installing 100-pair cables. In order ta make a meaningful comparison,
Carglina and Central assumead that a CLF would eventually want at least four groups of
25 DS0s. Carolina and Central explained that, of course, each time the CLP wants
additional 25-pair cabling, & minor augment fee will also be incurred. Carolina and
Central stated that Caralina's cost of provisicning 100 D30s 25 at a time would be

21



$4,567.55," which is 4% times the cost of provisioning 100 DS0s all at once which
is $1,012.17."° Accardingly, Carolina and Central asserted that provisioning in such
small quantiies i3 not cost efficient for the ILEC ar the CLP, and the cost of
ong-at-a-time provisioning cannot be abtained by dividing the cost of provisioning
100 pairs by 100, as suggested by the Public Staff.

Similardy, Carclina and Caniral stated that D51 cross-connaects ara provisioned
using industry standard cables and the same reasoning applies to DS1 cable
installations as applies to DS0 cable installations. Carolina and Central asserted that
installing DS1 cross-connects in quantites of 28 is the best practice, from both a
provisioning and a costing/pricing standpoint.  Carglina and Central stated that
Carolina's cost of provisioning 28 D51s four at a time would he $8,503.55,"7 which is
10 times the cost of pravisioning 28 D&1s all at once which is $873.38."

Canseguently, Carolina and Central contended that they will not recover their
capital investments if they are required to develop rates for DS0s and D315 by simply
dividing their costs by 100 D3S0s or 28 DS1s. Carclina and Central stated that 1o fully
recover investment in an envirenment where CLPs could arder one D30 or ane D31 at
a time, Carclina and Central would have to assume a reasonable level of cable fill in
their casting for DSO and DS1 cross-connects and the usage of a cable fill factor in such
costing would have the effect of increasing DS0 and DS1 cross-connect rates.

Further, Carolina and Central argued that by allowing a CLP to order a single
0S50 or DS1 when Carolina and Central have by necessity incurred costs for 100 OS0s
or 28 DS1s places Carolina and Central in jeopardy of never recovering their
investments in the cable, cable racking, MDF blacks, and D51 panels. Furthermoaore,
Carslina and Central noted that, in contrast, BellSouth places the responsibility for
furmishing and installing cross-connect cables on the CLPs. Thus, Carolina and Central
observed that since BellSouth would have no investment in such cables, BellSauth can
price cross-connecis on a one-at-a-time basis and not be at risk of underrecovering any
investment. Additionally, Carclina and Central commented that BellSouth's

' 100 DS0s 25 at a time:

Manrecurring cost for switchbeard cabla of $537 .82, plus nenrecurring cost for cross-connect hardware of
$256.48, totals $794 30, and four tmes that iz $3,177.20, and then add minor augrant fee=z of $463.45
times three equals $1,390.35, resulting in a total cost of $4.567 .55 (33,177 20 + $1,390.35).

" 100 D$0s 100 at a time:
Manrscurring cost for switchboard cabls of $638 53, plus nanrecurring cost for cross-connect hardware of

$573.684, totals $1,01247.

" 28 D515 4 ot a time:

Monrecurring coet for high-frequency cable of $544.33, plus nonrecurring cost for panel connect of
F273.22, totals $817.55, and seven imes that is $5,722.85, and then add minor auvgment fees of $463. 45
times six aquals $2 780.70, resulting in a total cost of $8,503.55 ($5,722 85 + 32,780 .70).

¥ 28 DS1s 28 at a time:
Monrecurring cost far highfrequency cable of $522.47, plus nonrecurring coet for panel connact of
$280.51, totals $873.36.



nonrecurring rates recover labor to run jumper wires to connect the CLF's termination
on the MDF or DS1 panel to UNEs., Further, Carolina and Central commented that they
provide and charge for jumpers on & one-at-atime basis, however, these jumper
charges are included in UNE nanrecumring charges, not in the collocaticn nonrecuming
charges. Accordingly, Carolina and Central asserted that it would not be appropriate to
compare BellSouth’s methodology with Carslina and Central’s.

For the above stated reasons, Carolina and Central argued that It is in the best
interest of all parties to continue pricing D30 and DS1 cross-connects in groups of
100 and 28, respectively.

In regard to DS3 cross-connecis, Carolina and Central stated that unlike DS0s
and D&1s, DS3s can be pravisioned one-at-a-time. However, Caralina and Central
asserted that they presented casting for 6 D53s because provisioning in quantities
reduces unit cost, and their experience has shown that CLPs order DE3 cross-connects
in average quantities of approximately 6 at a time. Thergfore, aceording to Carclina and
Central, their existing cost studies assume provisioning DS3s in bulk, thereby reduding
cost and mare closely matching the reality of how DS3s are ordered by CLPs.

Carclina and Central contended that if they had to comply with the Public Staff's
recommendation to price D532 one-at-a-time, they would have o change cable material
and labor inputs in their cost studies to reflect provisioning on a one-at-a-ime basis.
Carclina and Central stated that changing their costing assumptions to match
ong-at-a-time provisioning assumptions would result in a higher unit cost to Caraglina
and Central and a highar price 1o the CLP. Carolina and Central noted that each time a
CLP wanted to include additional small capacity cables, augment fees would be
incurred as previously demonstrated, further increasing the cost to the CLP. Carolina
and Central stated that Carclina's cast of provisioning 6 D53s ong-at-a-time would be
$8,633.27," which is four times the cast of provisioning & DS3s all-at-once which is
$2,259.14.%

In regard io fiber crozss-connects, Carolina and Central stated that the Public
Staff misinterpreted Carolina and Gentral's price list in concluding that 12 fiber circuits
must be purchased in bulk. Instead, Carolina and Central remarked that the price list
actually shows pricing for 12 fibers at a time. Carolina and Central explained that a
single fiber transmission path reguiras two fibers, one 1o send and the other 1o receive,
therefore, two would be the minimum number of fibers that would be provisioned at one
time. Additionally, Carclina and Central noted that the CLPs desire redundant
connections to ensure uninterrupted transmission of critical high-capacity traffic in case

"* 6 DS3s enc at a time:

Monrecurring cost for high-frequency cable of $780.88, plue nonrecurring cost for panel connection of
F261.79, totals 1,052 87, and six fimes that iz 36, 316,02, and then add mincr augmant fess of F483.45
times fiva equals $2 317 25, rasulting in a total cost of 38,633 27 ($6,316.02 + $2.317 28]

* &6 D515 six at a time:

Manrecurring coet for high-frequency cable of $1,873.02, plus nonracurring cost for panel connacian of
$285.12, totals $2,250.14.
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one pair of fihers is cut. Thus, Garolina and Central asserted that, practically speaking,
four fibers will be required for one transmission path, one pair of fibers for the primary
path, and one pair of fibers for the redundant path.

Further, Carolina and Central contended that their existing cost studies assumed
provigioning fiker cross-connects in bulk to reduce costs and more closely match the
reality of how fiber cross-connects are ordered by CLPs. Carclina and Central
contended that if they had to comply with the Public Staff's recommendation by pricing
fiber cross-connects two at a time or four at a time, they would have 1o change cable
materials and labor inputs in their cost studies to reflect provisioning on those bases.
Carglina and Central stated that changing their costing assumptions to maich
two-at-a-time or four-at-a-time provisioning assumptions would result in a higher unit
cost to Carolina and Central and a higher price to the CLP. Carolina and Central noted
that each time a CLP wanted 10 add additional fibers, intermediate augment fees would
be incurred as well, further increasing the cost to the CLP. Carolina and Central stated
that Carolina’s cost of provisioning 12 fibers four-at-a-time would be $5,E?3.EB,21 which
is 3': imes the cost of provisioning 12 fibers all-at-ance which is $1 ,630.68.%

Thus, for the foregoing reascns, Caralina and Central requested that the
Commission deny the Public Staff's proposal for single circuit rates and recommended
that the Commission adopt Carclina and Central's proposed rates for cross-connects.

The Commission notes that the CLPs chose not ta file any additional comments
on Ogctober 13, 2003 (initial comments) or MNovember 3, 2003 (reply comments)
regarding Carclina and Central’s unresclved rates for cross-connects and cable
installation. And the Commission observes that in our September 24, 2002 Ordar
Aadressing Unresolved Coflocation Rafe fssuas, the CLPs' comments relating to
Carclina and Central’s rates which are at issue in this current proceeding simply stated
that the rate for 12 Fiber High-Frequency Cable is more difficult ta provision than 6 D33
High-Frequency Cable, yet the proposed cost of the |atter is higher than the proposed
cost of the former. Furthermore, as provided in the Seplember 24, 2002 Order, the
Commission stated that "the Supplemental Briefs indicate that the CLP2 do not entirely
understand the rates propased by the |[LECs, and the ILECs do not entirely understand
why the CLPs disagree with certain proposed rates.” At this paint, the Commission
considers this past observation by the CLPs, as presented back in the
Septemnber 24, 2002 Order, to be insufficient to justify revisions in Carolina and
Central’s proposed rates elements for &€ D53 High-Frequency Cable and 12 Fiber
High-Frequency Gable.

* 12 Fibers four at a time:

Monrecurring coet for high-frequency cable of 28¥5.34, plus nonrecurring cost for patch panel connection
of $204.88 totale 81,18020. and thres imes that is $3,540,80, and then add intermediate augment fass
of $1,066.54 times two aguals $2,133.08, resulting in a total cost of $5,673.68 {$3,540.60 + $2 133.04).

** 12 Fibers 12 at a time:

Monrecurring cost for highdrequency cable of $1,243.47, plus nonrecurring cost for patch panel
connsction of $387.21, totals $1,630.68.

s |



The Commission believes that Carolina and Central have provided valid and
convinging arguments as to why the Public Staff's recommendations should not be
adapted, Such convinging arguments include the following, (1) pricing in bulk for DSOs
and 351s reflects the industry norm for such pravisioning and, thus, pricing is on the
basis of 100 pairs for D30 cross-connects and 28 pairs for &1 cross-connects; (2) the
cost of installing a amaller cable iz not significantly lass than the cost of installing a DS0
100-pair cakle resulting in a much higher unit cost per D30 circuit dus 1o relatively fixed
installation labhor costs; (3) each time the additional smaller increments of cables or
fibers are installed, augment fees will be incurred; {4} capital investments will not be
recovered if rates are developed for O50s and DS1s by simply dividing their costs by
100 for DS0s or by 28 for DS1s, a reasonable level of cable fill would have to be
reflected in the costing for D30 and DS1 cross-connects and the usage of a cable fill
factor in such costing would increase the DS0 and DS1 cross-connect rates;
() similarly, changing the costing assumptions for DS3s or fibers would, likewise,
require a change in the costing of cable material and labor inputs to reflect
ong-at-a-time provisioning and would result in & higher unit cost to Carolina and Central
and a higher price to the CLP; (6) the provisioning of DS3s in quantities of six reduces
cost and Carolina and Central’'s experience is that CLPs crder DS3 cross-connects in
average guantities of six-at-a-time; (¥) a single fiber transmission path reqguires two
fibers, one to send and one to receive, thus, a minimum of two fibers would be
provisioned, and in order to ensure uninterrupted transmission of critical high-capacity
traffic in the event of a cut would require an additional pair of fibers, resulting In a
minimum need of four fibers, instead of just one: and (8) the fiber cast studies assumed
the pravisioning of fiber cross-cannects in bulk to reduce costs and to mare closely
match the reality of how fiber cross-connects are ordered by the CLPs. Furthermaorz, as
pointed out by Carolina and Central they are furnishing and installing cross-connect
cables for the CLPs, whereas, in contrast, BellSouth places the responsibility for
fumishing and installing cross-connect cables on the CLPs. Thus, as Carolina and
Central observed, since BellSouth would have no investment in such cables, BellSouth
can price cross-connects on a2 one-at-g-time basis and not bhe at risk of
under-recovering any investment. Thus, Carolina and Central asserted that it would be
inappropriate to compare BellSouth’s methodology with Carolina and Central’s.

Based upan the foregoing, the Commission believes it would be inappropriate 1o
reguire Carolina and Central to modify their rates, as proposed by the Public Staff to
reflect per circuit rates for D50s, DS1s, 53s, and fibers, 1.e., under the Public Staff's
proposal, the DSQ rates would have been simply divided by 100, D51 rates divided by
28, D53 rates divided by six, and the fiber rates divided by 12. The Commission is nat
convinged that a mere division of Carolina and Central's proposed rates to develop per
circuit rates as proposed by the Public Staff would result in rates that would
appropriately or adequately allow Carolina and Central to recover thair costs.
Furthermore, in this regard, the Commission observes that the CLPs did not file any
initial or reply comments nor did the CLPs, otherwise, file a request that Carolina and
Central’s rates be developed to reflect such provisioning on a one-at-a-time basis.
Accordingly, thae Commission believes itis reasonable to accept Carolina and Central’s
proposed rates for physical and adjacent collocation cross-cannedts.



Thus, the Commission has now finalized all the outstanding collocation rate
issues for Carolina and Central. Consequently, Caralina and Central should be required
to file their respective Standard Offering Rate Schedule, Section 7 - Rates and Charges,
of Commission-approved collocation rates. Further, in order to facilitate a review of
these rate zchedules, Carolina and Central should also be required to provide a
separate attachment providing the dates of the Commission Orders, whereby, each of
the various rates were approved,

CONCLUSIONS - CAROLINA AND CENTRAL

The Commission concludes that Carcling and Central have provided convincing
and compelling arguments which support their propesed rates. The Commission
accepts Caralina and Central’s assertion that the cost of one-at-a-time provisioning in
regard to these rates would not be properly obtained by just dividing the cost of bulk
provisioning by the number of pairs or fibers. The Commission approves Caroling and
Central’s propasad rates for physical and adjacent collocation cross-connect alemeants
as pravided, hersinbefore, at Fage 19,

The Commission concludes that all of Carolina and Central's collocation rate
izsues have been finalized. Accordingly, Carolina and Central should be required to file
their respective Standard Offering Rate Schedule, Section 7 - Rates and Charges,
reflecting Commission-approved collocation rates; and the Public Staff should be
requested to review such filings.

DISCUSSION - VERIZON

In its September 23, 2003 filing, Venzon provided its rate schedule for
cross-connects, cable installation, and ather related collocation elements for physical
and adjacent collocation arrangements.  Verizon asseried that it had not received
notification from the CLPs of any collocation rates in dispute and, thus, beligved that all
the rates listed in its filing had been accepted by the CLPa.

The Public Staff was the only party who filed initial comments on Verizon's filing.
The Public Staff presented several pertinent observations as follows:

The Public Staff has several concerns regarding Yenzon's filing. Verizon
indicates that no CLPs have nofified it of any disputed rates. On that
basis, VYerizon believes that CLPs have accepted all of the proposed rates.
The Public 3taff nates the Commission, in its September 3 Order,
repeated commenis made in a September 24, 2002, Order concerning its
disappointment in the lack of negetiation that occurred on the
cross-connact and cable installation issues. As noted, the CLPs do not
entirely understand the rates proposed by the ILECs, nor do the [LECs
entirely understand why the CLPs disagree with the proposed rates.
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The Commission’s September 24 Order identifies numerous
cross-conngct and cable installation rates to whieh Verizon and the CLPs
have not agreed. Verizon's claim in its recent filing in this docket alleging
the CLPs' agreement with the propesed cross-connect and cable
installation rates is unsupported. Verizon appears to contend that since
the CLP2 have not ohjectad recently, the rates are no longer in dispute.

Second, the list of rates includes collocation rates other than those for
cross-connections for physical and  adjacent  collocations. The
Commission’s September 3 Order clearly specifies that the ILECs were to
subrmnit their proposed rates for cross-connects and cable installation
for physical and adjacent collocation. [Emphasis added.] Verizon's
filing gees tar beyond what the Commission requested. Verizon has also
included the dates the proposed rates were filed and their "approval
dates.” The Public Staff strongly disagrees with Yerizon's claims that the
Commission has approved all of its collocation rates.

Further, Verizon's claim that the Commission has approved these rates is
nensensical. Had the rates already been approved, there would be no
need for the Commission to address Verizon's cross-connect and cable
installation rates as it did in the September 3 Order. The Public Staff also
notes that Verizon claims that almost all of these rates were approved by
the Commission in its June 3, 2003 Crder in this docket. A review of that
Order shows the Commissicn approved only the following rates for
Verizon: Virtual Engineenng - New, Vinual Eguipment Maintenance,
Virtual Equipment Engineering and [nstallation, Physical Collocation in a
Remote Terminal, and Virtual Collocation in a2 Remote Terminal.

The Putllic Staff notes that the rates Verizon quotes as having been
approved by the Commission contradict Commission orders in this docket.
For example, Venzon's filing daims the Commission has approved a rate
of $1.387 08 for Cage Grounding Bar.  Howevar, the Commiszion's
August 20, 2002, Order in this dacket specifically requires Verizon 1o applzg
arate of 5821.47 per cage as a nonrecurring charge for a grounding bar.
Likewise, the Cormmission also required Verizon to apply a nonrecuning
rate of $552.81 per cage and $25.37 per linear foot for construction of a
cage. In contrast Venzon's filing shows an “approved” rate that ranges
from $1,574.61 to $2,828.90 for cages based upon, not linear feet, but the
square fontage of the proposed cage in increments fram 101-200 [25-101]
square feet up to 400 [401]-200 square feet.

Based upon the foregeoing concems, the Public Staff asserted that Verizon
should be required to resubmit its proposed rates for both cross-connects and cable

AOrder Addressing Motions for Reconsideration and Clarification. Docket No. P-100, Sub 133,
Page 117.
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installation for physical collocation and cross-connects and cable installation for
adjacent collocation arrangements as set forth in the Commission's September 3, 2003
Order. The Public Stalf suggested that such further filing should cleady indicate the
rates that the CLPs have affimatively accepted and those 1o which the CLPs have not
agreed and Yenzon should provide support for each of its proposed rates. Furthermore,
the Public Staff recommended that the intarested paries should be given further
opportunity to file comments and reply comments oncse Verizon subimits this suggsested
further filing.

MNeither Yerizon nor any other party filed reply comments conceming Verizon's
rates in this regard.

The Commission is confused by Yerizon's filing as it provides a listing of rates
titled "Standard OHering Rate Schedule”, which includes not only the rates for
cross-connects and cable installation, but other related collocation elements for physical
collecation and adjacent collocation arrangements; the listing includes 121 rate
elements (lines 1-121) where Verizon states that all those rates were approved on
either June 5, 2003 {lines 1-114 and 117} or September 3, 2003 {lines 115, 1186, and
118-121), and eon lines 27a-27d, Verizon included an additional four opticnal
components of its nonrecurring DC Power rate element (line 27) where it did nat
explicitly indicate when or if those rates were approved. Conseguently, the Commission
has reviewed its June 5 2003 Order Establishing Rates for Virtlual Collocation,
Assembly Points, Physical Coflocation in a Hemote Terminal, Coffocation Cable
Records, and Virtual Collocation in &8 Remoie Terminal for BelfSouth and Verizon, and
finds that in that Order, the Commission specifically indicated that it only approved the
following rates for Yerizon:

Virtual Collocation in the Central Cfice or in the Remote Tenmmninal: Rate
Virtual Engineering-New {(nonrecurring) § 734.06
Virtual Equipment Maintenance {recurnng) $ 50.06
Yirtual Equipment Engineering and Installation (honrecuning) $3,92323

Where sufficient space exists in the remote terminal, Verizon should be allowed
o use its cageless collocation rates far Physical Collocation in a Remote
Terminal and where no space exists in the remote terminal, Yerizon should be
allowed to use individual case basis (B} pricing.

Thus, as indicated in the June 5, 2003 Order, the Commission only approved the
foregoing rate elements far Verizon relating to virtual collocation in the central office and
both virtual and physical collocation rates in a2 remote terminal; and in regard to rates [or
assembly points and collocation cable records, Verizon stated that it was not offenng
those types of services, so no such rates were established for Verizon. Based upon the
foregoing, the Commission disagrees with Verizon’s assericn that 115 rate alameanis
were approved on June 5, 2003; that simply 1s incormect.
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In addition, in the Jure 5 2003 (roer, the Commission required Yerizan 1o
maodify certain work time inputs in its cost studies for Virtual Card Installation and Virtual
software Upgraﬂes and, thus, the Commission required Verzon to file revised cost
studies for those elements. Those studies and resulting rates were resubmitted; and on
September 3, 2003, the Commission approved those rates as modified.

The Commission has reviewed its September 3, 2003 Order Addressing Various
fzsues on Disputed Language and Rates for Augments, Adjacent, Physical, and Virtual
Coffocafiorr and finds that in that Order, the Commission spedifically indicated that it
approved the following rates for Verizon:

Monrecurring Rates for Augments — Fhysical Collocation:

Simple $ 199.42

Minor $ 495.79

|ntermediate 4 84548

Major $1,071.73
Monrecurring Rate - Virtual Software Upgrades $ 70.28
Monrecurring Rate — Yirtual Card Installation 3100.52

Accordingly, the Commission agrees with Yarizon that it approved the foregoing =ix rate
elements which are provided on Venzon's rate schedule listing at lines 115, 116, and
118-121.

Howewver, In its September 3, 2003 Order, the Commission stated that “it is now
time to proceed with establishing a process whereby the outstanding issues relating to
rates for cross-connects and cable installation for physical collocation and rates for
cross-connacts and cable installation for adjacent collocation arrangements can be
addressed by the parties.” The Commission understands that, based upon our
September 24, 2002 Order Addressing Umresoived Colfocation Rafe (ssues, most of
Verizon's cross-connect rates were in dispute and they now remain unapproved; there
wera only five cross-connect rates, at that time for Verizon, that were considerad agreed
upon which are as follows:

Rate Element Monrecurring Bates

Facility PullfTermination — Engineering (Metallic & Fiber) $ 768.12

Facility Full — Labor {Metallic) G204 22
Fiber Optic Patch Cord Pull {Facility Pull-Facility Labar) $172.05
D30 Cable Termination (Preconnectorized) $ 444
D51 Cable Termination (Preconnectorized) $ 111

Further, as stated in the September 24, 2002 Order, all of Verizon's proposed
rates for cable installation were also in dispute and they remain unapprowved at this tima.
Based upon our review of Venzon's September 23, 2003 rate schedule, the
Cammission finds the filing to be inadeguate for identifying exactly which spedific
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proposed rates for cross-connects and cable installation for physical collocation and
adjacent collocation arrangements remain in dispute and need to be ruled upon with the
benefit of comments from the Public Staff and other interested parties. Accordingly, the
Commission agrees with the Public Staff that VYerizon should be required to resubmit its
listing of proposed rates for both cross-connects and cable installation for physical
collocation and adjacent collocation arrangements.  Such further filing should clearly
indicate the rates that the CLPs have affirmatively accepted and those to which the
CLPs have not agreed. Verizon should provide detailed support for each of its
proposed rates for both cross-connects and cable installation, including explicit
references {dates and pertinent page numbers) to the specific cost studies on file with
the Commission which are being used to suppon its proposed rates and writien
narrative which generally and succinctly explains the terminclogy and activities
underlying its proposed rates including its rate element descriptions such as cable and
facility terminations, preconnectonzed, unconnectorized, connectonzed, innerduct, and
subduct. Furthermore, the Commission believes that all interested parties should be
given the opportunity to file comments and reply comments once Yenzon submits this
required filing.

Finally, as cbserved by the Public Staff, Verizon has reflected same incomect
rates in the rate schedule attached to it Septermber 23, 2003 filing. Thus, the
Commigsion concludes that Varizon needs to carefully review prior Commission Orders,
in this docket, where rates have been explicitly approved for Verizon; and Verizon
needs to accurately reflect those approved rates in its Standard Offering Rate Schedule.
For example, Yedzon's filing claims that the Commission has approved a rate of
$1,387.08 per cage for the Cage Grounding Bar {line 8). However, the Commission’'s
August 20, 2002, Order in this docket specifically requires Yerizon to apply a rate of
$821.47 per cage as a nonhrecurring charge for a grounding bar. Likewise, the
Commission also required Verizon to apply a nonrecurring rate of $559.81 per cage and
$25.37 per linear foot for construction of a cage, vet Verizon's filing mistakenly indicates
that its approved rates range from $1,574.61 to $2,828.90 for cage enclosures based
upon the square footage of the cage in increments ranging from 25-101 square fest up
to 401-500 sguare feet (lines 3-7), respectively. Verizon needs to cormrect these rates,
as it will be required at a later time, by further order, to file its Standard Offering Rate
Schedule, Section 7 - Rates and Charges, of Commission-approved collacation rates.

CONCLUSIONS - YERIZON

The Cammission concludes that Yerizon should be required to resubmit its listing
of proposed rates for both cross-connects and cable installation for physical collocation
and adjacent collocation arrangements. Such further filing should clearly indicate the
cross-connect and cable installation rates that the CLFs have affirmatively accepted
and those to which the CLPs have not agreed. Verizon should provide detailed support
for each of its proposed rates for both cross-connects and cable installation, including
explicit referances (dates and perinent page numbers) to the specific cost studies on
file with the Commission which are being used to support 1ts proposed rates and written
narrative which generally and succinctly explaing the terminology and activities
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underlying its proposed rates including explanations of its rate element descriptions
such as ecable and fadlity terminations, preconnectarized, unconnectorized,
comnectarized, innerduct, and subduct, Furthermore, the Cammission believes that all
interested parties should be given the appertunity te file comments and reply comments
once Yerizon submits this required filing.

IT 15, THEREFORE, CRDERED as follows:

1. That the following rates for BellSouwth's physical collocation 2-wire
cross-connects as proposed by the Public Staff are hereby adopted:
H.1.9 First, 2-Wire Cross-Connect $19.77
H.1.8 Additional, 2-Wire Cross-Connect $14.05
el That the following recurring rates for Rate Elements H.1.11 and H.4.2, as

filed by BellSouth, are hereby approved.

Elament H.1.11 D31 Cross-Connect %$1.38
Element H.4.2 Electrical Facility Cost per Linear Foat $5.75
3. That BellSouth =hall modify its cost studies for its nonrecurring Rate

Elements H.1.10, H.1.11, H.1.12, H.1.31, H.1.32, H.4.3, H.4.4, H4.5, H46, H4.7, and
H.4.8 to reflect an average time to install a crass-connect and the maintenance of the
same relationship between the installation time and discennection time for a
cross-connect, similar to the adjustments used in determining the rates the Commission
approved for BellSouth’s Rate Element H.1.9.

4, That BellSouth shall modify its cost study for the nonrecurring rate for
Element H.1.5 to reflect a 50% reduction in the times initially reflected by BellSouth for
common systems capacity management and the connect time and test labor for outside
plant construction.

o, That BellSouth shall resubmit its cost studies for Rate Elements H.1.5,
H.1.10, H.1.11, H1.12, H.1.31, H.1.22, H4.3 H.4.4, H.4.5, H.4.6, H4.7, and H.4.8 and
supporting decumentation and the resulting rate schedules on or before May 24, 2004
Theresalter, on or before June 8, 2004, the Public 5taff is requested to file comments as
to whether such cost studies are in compliance with Commission orders 0 this
proceeding.

a. That the recurring rates and nonrecuring rates, as filed by Carolina and
Central, for physical and adjacent collocation crossz-connect elements, as presented in
the schedule on Page 19 of this Order, are hereby approved.

7. That Carolina and Central shall each file their respective Standard

Oifenng Rate Schedule, Section 7 - Rates and Charges, of Commission-approved
collocation rates and a separate attachment indicating the approval dates for each rate,
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on or helore May 24, 2004. Thereafter, no later than June 8, 2004, the Public Staff shall
file comments on whether Caroling and Central’s respective Standard Offering Rate
Schedules are in mmpliance with this Order and all pri::r Cammission Orders finalizing
variaus cellocation rates for Carolina and Central,

8. That Varizon =hall resubmit its listing and supporting information of its
proposad rates for both cross-connects and cable installation for physical collocation
and adjacent ¢ollacation arrangements in accordance with this Order. Such filing shall
be provided by Verizon on or before May 24, 2004,  Thereafter, an or before
Juna 18, 2004, the Public Staff and other interested parties are requested to file initial
comments. Thereafier, on or before July & 2004, reply comments by the imerested
parties shall be filed.

[SSUED BY ORDER OF THE COMMISSION.
This the 30" day of _April, 2004,

NORTH CAROLINA UTILITIES COMMISSION

k04500404 Gail L. Mount, Deputy Clerk



