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STATE OF ILLINO S
| LLINO S COMMERCE COW SSI ON

AT&T; Communi cations of Illinois,
I nc.
Petition for Arbitration of Inter-; 96- AB- 005

connection Terns, Conditions and :
Prices from GTE North | ncorpor at ed:
[and GTE South Incorporated, in :
their respective services areas].

ARBI TRATI ON DECI SI ON
l. | NTRODUCTI ON

On August 16, 1996, AT&T; Conmunications of Illinois, Inc.
("AT&T;") filed a petition ("AT&T; Arbitration Petition") with the
I1linois Commerce Conmm ssion ("Conmm ssion") requesting that the
Comm ssion arbitrate certain terns, conditions and prices for
i nterconnection and rel ated arrangenments from GIE North | ncor-
porated and GTE South Incorporated (collectively "GIE"), in their
respective service areas, pursuant to Section 252(b) of the Com
muni cations Act of 1934, as anmended by the Tel ecommuni cati ons Act
of 1996 ("Tel ecommunications Act" or "Act"). The AT&T; Arbitration
Petition pointed out that at the tine of filing, AT&T; and GTE had
not agreed in witing upon any issues during their negotiations.
Thus, because all issues were unresolved and woul d need to be
deci ded by the Conmm ssion, AT&T; submitted as Exhibit A to the AT&T,
Arbitration Petition a conplete proposed Interconnecti on Agreenent
(the "AT&T; Interconnection Agreenment”) and requested that the
Comm ssion adopt it as the interconnection agreenent between the
parties. On Cctober 29, 1996, AT&T; filed revisions to its proposed
I nterconnection Agreenment. References in this decision are to the
revised | nterconnection Agreenent.

GTE subsequently filed a Mdtion to Dismss, or, in the
Al ternative, to Suspend the Petition, contending that GTE is a
"rural tel ephone conpany" as defined in Section 153(37) of the Act,
and thus is automatically covered by the "rural exenption"” of
Section 251(f)(1). The Hearing Exam ners issued a ruling denying
GIE' s Motion in its entirety.

On Septenber 10, 1996 GIE filed its Response to the AT&T;
Arbitration Petition, pursuant to Section 252(b)(3) of the Act
("GIE Response"). In its Response, GTE included matrices iden-
tifying various issues and sunmary statenments of the parties'
positions regarding those i ssues. GIE also represented that no
witten agreenent on any of the issues had been reached by the
parties, and attached to its Response a proposed interconnection
agreenent (the "GIE I nterconnection Agreenent").

On Cctober 1, 1996, the Hearing Exam ners granted AT&T;'s
Motion to Sever, and on Cctober 7, 1996, the Conm ssion established
a separate docket, No. 96-0503, initiating an investigation of



GIE s cost studies and the proper allocation of forward-I|ooking
conmmon costs. Therefore, for this arbitration, we determ ne
interimprices for the services offered in the Interconnection
Agr eenent .

On Novenber 8, 1996, a Hearing Exam ners' Proposed Arbitration
Deci sion was duly served on the parties. Each of the parties filed
exceptions and said exceptions are considered herein.

1. JURI SDI CTI ON

This cause was initiated by the petition of AT&T; for arbi-
tration of certain ternms, conditions and prices for interconnection
and rel ated arrangenents from GIE, pursuant to Section 252(b) of
t he Communi cations Act of 1934, as amended by the Tel econmuni -
cations Act. Section 252(b) specifically enpowers this Comm ssion
to arbitrate any "open issues" between a requesting tel econmuni -
cations carrier and an incunbent |ocal exchange carrier ("incunbent
LEC' or "ILEC') and sets forth certain procedural requisites for
such arbitration by a state comm ssion. Section 252(c) provides
the followng arbitration standards to be applied by the
Conmi ssi on:

In resolving by arbitration under subsection (b) any open
i ssues and inposing conditions upon the parties to the
agreenent, a State comm ssion shall --

(1) ensure that such resolution and conditions neet the
requirenments of section 251, including the
regul ati ons prescribed by the [ Federa
Conmmuni cati ons] Conmi ssi on pursuant to section 251;

(2) establish any rates for interconnection, services, or
network el ements according to subsection (d); and

(3) provide a schedule for inplenmentation of the terns
and conditions by the parties to the agreenent.

(Act, 252(c)).
[11. PARTI AL STAY OF FCC ORDER

As a prelimnary matter, we address the stay of portions of
the FCC Order. On Cctober 15, 1996 the Eighth Grcuit issued a
tenporary stay of certain portions of the Rules appended to the FCC
Order pending full briefing and argunent on the nerits. |owa
Utilities Board v. Federal Communications Conm ssion, No. 96-3321
(8th Gir. Cct. 15, 1996) (available on Westlaw at 1996 W. 589204).
We do not believe that the stay issued by the Eighth Grcuit should
stop, delay or affect the parties' or this Conmm ssion's obligations
under the Act.

As an initial matter, the Eighth Crcuit stay applies only to
certain limted portions of the Rules appended to the FCC order.
See lowa Utilities Board, 1996 W. at *8 n.8 ("The stay pertains
only to 51.501-51.515 (inclusive), 51.601-51.611 (inclusive),
51.701-51. 717 (inclusive), 51.809, and the proxy range for |ine
ports. . .established in the FCC s O der on Reconsideration, dated
Sept enber 27, 1996.").

The bal ance of the FCC Order was not addressed in the Eighth
Crcuit's ruling and is not subject to the stay. This includes the
portions of the FCC Order and Rules dealing with interconnection,



unbundl ed network el ements, services available for resale,

col |l ocation, operations support systens, parity and service

st andards, and nunerous other issues to be decided in this arbi-
tration. Consequently, the Comm ssion finds the FCC Order to be
authoritative as to those portions which were not stayed by the
Eighth Crcuit.

The foregoi ng conclusion bears strongly upon the issues
herein. There are many open issues where GIE s position is in
direct conflict with the FCC Order and Rules. Wth respect to such
i ssues GIE, both explicitly and inplicitly, urges the Conm ssion to
reject the FCC s conclusions found in the First Order. The
Comm ssion is of the opinion, however, that this is the wong forum
for GIE to be making such an argunent.

Section 252(c) of the Act establishes the standards that this
Comm ssi on nust follow when resolving open arbitration issues. In
particul ar, Section 252(c)(1) requires this Comm ssion's decisions
to adhere to "the regul ations prescribed by the [ FCC] pursuant to
section 251." The FCC Order and Rul es establish nunerous
requirenments that are not subject to the Eighth Grcuit's stay
Order. As such, we are conpelled to follow those portions of the
FCC Order and Rules which remain in full force and effect.

V. OPEN | SSUES SUBJECT TO ARBI TRATI ON

As di scussed above, pursuant to Section 252(b)(1) the
Comm ssion is authorized to address and resolve all open issues.
Prior to evidentiary hearings, there remained outstandi ng 69
separate issues, excluding sub-parts, as well as a basic disagreenent
regarding the overall formand content of the ultimte
I nterconnecti on Agreement. Subsequently, the parties have resol ved
only a few issues.

The parties submtted a matri x which identified and grouped
the issues. The briefs which were submtted present, in the sane
order as the matrix, each parties' respective position. The
foll ow ng discussion of issues mrrors that sequence and presents
a brief summation of the positions of AT&T;, GIE and Staff.

I SSUE 1: WHAT | S THE PROPER METHODOLOGY FOR DETERM NI NG THE PRI CES
FOR GIE RESOLD SERVI CES?

AT&T; asserts that resale prices should be based on avoi ded
retail costs as defined in the FCC Order. FCC Rule 51.609
defines avoided retail costs as those costs that reasonably can be
avoi ded. (Act 252(d)(3); FCC Order 911). AT&T; argues that
whol esal e rates are to be determ ned on the basis of retail rates
| ess the portion thereof attributable to billing, collection, and
other retail costs that will be avoided by the LEC. (Act
252(d)(3)). Avoided retail costs are those that reasonably can be
avoi ded when an i ncunbent LEC provides a tel ecomuni cati ons service
at wholesale rates to a requesting carrier. (FCC Rule 51.609(b)).
AT&T; recogni zes that 51.609(b) has been stayed by the Eighth
Circuit decision, but argues that the rationale of the FCCis
persuasi ve, and the reasoning is consistent with that adopted
previously by this Conm ssion.

AT&T; also points to the fact that this Comm ssion has directed
t hat permanent prices, including whol esale prices, be severed to a
separate docket, Docket 96-0503 (COctober 7, 1996 Oder). In this
arbitration, the Comm ssion will set only interimprices, which
will remain in effect until permanent prices are set pursuant to



the order of the Conm ssion in the separate docket.

AT&T; has proposed a 25% aver age basel i ne whol esal e di scount
applicable to all tel ecommunications services that AT&T;, wl|
purchase from GTE. (Merrick Direct, p. 9; AT&T; Interconnection
Agreement, Appendix 1 to Attachnent 14). Wthin the Basic Loca
Servi ce (Residence and Busi ness) category, the baseline discounts
for the subcategories range from20%to 55% but the weighted
average for the category, based on GIE s revenues, is 25%
(Merrick Direct, pp. 9-10; Merrick Ex. PHM1). The whol esal e
di scount advocated by AT&T; is based upon consideration of a nunber
of things, including the results of the AT&T; sinplified avoi ded
cost nodel, the discount range set forth in the FCC Order, and the
wei ght ed average 22.05% di scount ordered for Anmeritech by the
II'linois Comrerce Commission in the Illinois resale docket.
(Merrick, Tr. 157-58, 175-78). In the event that the Conm ssion
does not accept AT&T;'s recommendation, it argues for the adoption
of the whol esale pricing proposal of Staff w tness Jennings.

GTE mai ntains that the proper nethodology is the one reflected
in GIE s Avoi ded Cost Study, which cal cul ates avoi ded costs based
on GIE's actual operations and workcenters. This type of study is
much nore precise and reflects a greater level of detail than
studies that rely exclusively or primarily on the account groupings
establ i shed by the Uniform System of Accounts.

GIE submtted two avoi ded cost studies in the arbitration, but
is relying here on its preferred and nost thorough study, which
better conports with the Act's requirenents. This study cal cul ates
specific discounts for GIE's five categories of services: (1) usage
services, 7.1% (2) vertical services, 5 5% (3) residence, 6.6%
(4) conbined, 6.2% and (5) advanced services, 15.3% and results
in a conposite discount of approximtely 7%

GTE contends that the proper nethodology for the arbitrator to
rely upon is the one it advocates, where GIE s whol esal e prices
equal GIE s retail prices mnus GIE s net avoided costs. Net
avoi ded costs equal avoided retail costs, offset by the additiona
costs of providing whol esal e service.

GIE s Avoi ded Cost Study is based on an analysis of GIE s work
centers and reflects GIE s current operations. (See GIE Exs. 9.01
(Tab 20)). In this study, GIE analyzed all of its work centers
(for exanple, GIE s customer care center) to determ ne which
activities or functions in each work center would be avoided in a
whol esal e environnent. The costs associated with these "avoi ded"
activities were determ ned using GIE s actual 1995 cost data. The
results of this work center analysis were then used to calculate an
avoi ded cost discount for each of GIE' s five service categories:
residential services, business services, usage, vertical services,
and advanced services. The avoi ded cost discount for each of these
services was cal cul ated on a national basis, because nost of the
costs that will be avoided are incurred primarily on a national (or
regional) basis. (See GIE Ex. 7.00).

GIE' s Modi fied Study, which GIE proposes as an alternative to
its avoided cost study in the unlikely event the Eighth Grcuit's
stay is lifted, is a nodification of the MCl avoided cost study
that the FCC relied upon, in part, to calculate its default avoi ded
cost discount range. |In accordance with Paragraph 909 of the First
Report and Order, GIE nodified certain inputs to the ARM S-based
nodel to properly identify its avoided costs. The three basic
nodi ficati ons made by GIE -- direct expense factors, revenue base



cal culation, and plant related return and taxes were included as
avoi ded costs -- are discussed in GIE Exhibit 7.00. The latter two
nodi fications actually result in an increase to GIE s avoi ded cost
di scount. (1d.)

Staff recommends the sanme net hodol ogy as adopted in the
Conmi ssion's Order in Docket 95-0458 et al., Consol. That
met hodol ogy provides that the whol esale price for each service has
t he sanme percentage mark-up above the Long Run Service | ncrenental
Costs ("LRSIC') as does the corresponding retail service. |In order
to acconplish that result, a pro rata anmount of contribution nust
be "attributed" to the direct avoided costs. The equation for
cal cul ati ng the maxi mum whol esal e price for each service is stated
as follows:

P(w) =P(r) - [ TAC(r) -TAC(W) ] -[P(r)-TAC(r)]*[1-TAC(w)/ TAC(r)]

P(w) - whol esale price

P(r) - retail price

TAC(w) - is the whol esale LRSIC plus the whol esal e
adm ni strative costs associated with that service.

TAC(r) - is the retail LRSIC plus the retail adm nistrative
costs associated with that service.

Staff asserts that this nethod is consistent with Section
252(d) (3) of the Act since the wholesale price is calculated "on
the basis of" retail rate excluding costs that can be "attri buted"
to retailing costs that are avoidable. 1In addition, this nethod is
efficient and equitable, will allow GIE to recover its forward-
| ooki ng econom c costs, plus a pro rata anmobunt of comon costs.

(Tr. 902-904)(Staff Ex. 1.00 at 9-16).

Cormm ssi on Concl usi on

The Commi ssion concl udes that Staff's nethodol ogy for
cal cul ati ng the appropriate whol esal e rate shoul d be adopt ed.
Staff's nmethodol ogy utilizes GIE s retail rates as a starting
point. Hence, GIE s costs associated with the provisioning of such
retail service will be reflected when arriving at the whol esal e
rate.

Regardi ng the controversy regardi ng whet her the use of
"avoi ded" or "avoi dable" costs is appropriate, the Comm ssion finds
that we have previously addressed this issue in our
Wol esal e/ Resal e Order in Docket 95-0458, et al. Qur
interpretation of the Act is settled, and we believe that
cal cul ati ng the whol esal e rate based upon the renoval of
"avoi dabl e" costs conports with the law. Therefore, wth respect
to Issues la - 1li which follow, the Conm ssion believes that our
conclusion herein effectively resolves those issues. For purposes
of clarity in this decision, we will list those issues in order to
identify those matters at issue between GIE and AT&T;

| SSUE 1A: ARE ADVERTI SI NG EXPENSES | N THEI R ENTI RETY AN AVO DED
CCOsT?

| SSUE 1B: ARE CALL COVPLETI ON COSTS ( OPERATCOR SERVI CES) IN THEIR
ENTI RETY AN AVO DED COST?

| SSUE 1C. ARE NUMBER SERVI CE COSTS (DI RECTORY ASSI STANCE) I N THEIR
ENTI RETY AN AVO DED COST?

| SSUE 1D:. ARE GENERAL & ADM NI STRATI VE COSTS AN AVO DED COST?



| SSUE 1E: ARE PRODUCT MANAGEMENT COSTS IN THEI R ENTI RETY AN AVO DED
CCSsT?

| SSUE 1F: ARE TESTI NG AND PLANT ADM NI STRATI ON COSTS AN AVO DED
CCsT?

| SSUE 1G WHAT PERCENTAGE OF SALES EXPENSES IS AN AVO DED COST?

| SSUE 1H. WHAT PERCENTAGE OF UNCCLLECTI BLE EXPENSES IS AN AVA DED
COsT?

| SSUE 11: DOES THE ACT_S METHODOLOGY FOR DETERM NI NG WHOLESALE
RATES RECOGNI ZE ANY NEW COSTS THAT M GHT BE CAUSED BY THE
REQUI REMENT TO OFFER SERVI CES FOR RESALE?

I SSUE 1J: IS A VOLUME DI SCOUNT APPROPRI ATE IN A RESALE ENVI RONVENT,
AND | F SO, WHAT SHOULD THE DI SCOUNT BE?

AT&T; states that conmercial contracts which involve volune or
termconmm tnents should reflect correspondingly reduced prices.
AT&T; recogni zes that a cost basis is required for any vol une/term
di scount. (FCC Order 860). AT&T; further notes that GIE has
prai sed vol une discounts, stating that volunme discounts stinulate
usage to efficient levels by allow ng custoners to pay rates, at
the margin, which nore closely reflect increnmental cost, and that
vol une di scounts assist custoners in making efficient economc
choi ces anong different service options. (Merrick Direct, p. 10).
Such di scounts are also appropriate in light of the decline in
costs and risk GTE will experience in a whol esale environnent.
(Merrick Direct, p. 11). AT&T; alleges that the FCC has recogni zed
that vol une and termdi scounts are perm ssible under the Act based
upon legitimate variations in costs. (FCC Oder 860). AT&T; has
proposed a m ni mum vol unme di scount of 0.5% based on 2,800 |ines and
has requested a maxi num di scount of 10% based upon a vol une of
44,800 lines. (Merrick Direct, p. 10). Additional discounts are
set for termconmtnents.

GTE contends that the Act's provisions governing resale are
quite clear; they do not provide for any volunme discount. Rather,
Section 252(d)(3) provides that wholesale rates are to be based on
an incunbent LEC s retail rate mnus the LEC s avoi ded cost --
there is no nention of a "volunme discount."” Also, there is no
evidence that GIE will avoid any additional costs sinply because of
AT&T;'s "vol unme" requirenents (assum ng, of course, these volune
requirenments are not entirely specul ative), and therefore any
arbitrary reduction in costs would be contrary to the express
| anguage of the Act. Accordingly, the Comm ssion should adopt
GTE s recommended whol esal e prices as set forth in the appropriate
attachment to M. Dye's testinony.

Cormm ssi on Concl usi on

The Conmmi ssi on concl udes that volune discounts are appropriate
in the resale market. Neither Section 252 (d)(3) nor Section 251
(c)(4) prohibit the inclusion of volume discounts for resale. Such
a conclusion is also supported in the FCC Order. See, FCC O der
951 and 953.

The Commi ssi on notes, however, that in the event costs
associ ated with volune discounts differ fromcosts for whol esal e
rates that are not volunme-sensitive, GIE may be allowed to
denonstrate this difference and alter its volune sensitive rates



accordingly. The Comm ssion also notes that the extent to which
GIE s retailing cost may be avoided in a whol esal e environnent wl |
be addressed in Docket 96-0503.

Nei t her the 1996 Act nor the FCC Order requires an ILEC to
provi de a vol une discount to a CLEC when the CLEC purchases the
services at a wholesale rate. The Conm ssion therefore, wll not
require GIE to provide a volunme discount to AT&T; in excess of the
exi sting whol esale rate. The Conm ssion notes that GTE nust
provi de vol une discounts at a wholesale rate where it provides
vol ume di scounts to its retail custoners. See |Issue 16.

| SSUE 2: SHOULD THE COMM SSI ON ADCPT THE FCC S " DEFAULT PROXY"
DI SCOUNT RATES?

AT&T; contends that due to the lack of reliable state-specific

cost data for establishing rates, its proposed baseline discount
of 25% is within the FCC default range. (FCC Order 932; FCC
Rule 51.611 (resale discount)). AT&T; believes, however, that the
Conmi ssi on need not resolve this issue because it has established
that its reconmmendati on of a 25% whol esal e di scount is proper.
Al t hough the FCC default range of 17% - 25% has been stayed, AT&T;
asserts that its avoided cost informati on approxi mates the anmount
of retail costs GIE could avoid in a whol esal e environnent. (See
Merrick Direct, pp. 3, 9).

GTE points out that these rates have been stayed by the Eighth
Circuit, and that court's ruling is binding upon this Conm ssion.
Until further Order of the court, the FCC s proxy rates and
pricing rules should be treated as if they never existed. |ndeed,
to treat themin any other manner would run directly contrary to
the policy underlying stays of adm nistrative actions, as expressed
over fifty years ago by the Suprene Court in Scripps-Howard Radi o,
Inc. v. FCC, 316 U. S. 4, 9, 62 S.C. 875, 86 L.Ed. 1229 (1942)

Staff recommends that the Conm ssion adopt its proposed
pricing nethodol ogy and interimdiscounts for GIE s whol esal e
servi ces.

Cormm ssi on Concl usi on

In light of our decision to utilize Staff's whol esal e pricing
met hodol ogy in Issue 1, there is no need to utilize the FCC proxy.
However, the Comm ssion recognizes that GTE will not be able to
i npl emrent Staff's pricing nethodol ogy until Docket 96-0503 is
conpl eted. Therefore, we adopted Staff's reconmmendation that GIE s
whol esal e di scount rates be set equal to the discounts of Anmeritech

IIlinois in Docket 95-0458 et al., Consol. In situations where GIE
offers a service that does not correspond to that offered by
Areritech Illinois, then GIE should apply the average Aneritech

I1linois whol esal e di scount which is currently equal to 17.5
per cent .

| SSUE 3: HOW SHOULD THE COST OF | NTERCONNECTI ON AND UNBUNDLED
NETWORK ELEMENTS BE CALCULATED, AND WHAT PRI CES SHOULD BE
ESTABLI SHED?

AT&T; posits that GIE is required to set the prices for
unbundl ed network el enents and network el ement conbi nati ons at
TELRIC. (FCC Rule 51.505). GIE, however, has not provided
necessary cost information fromwhich to cal culate TELRI C costs.
In order to calculate prices for unbundl ed network el enents, AT&T;
used Ameritech cost studies for the State of Illinois. (Act



252(b)(4)(B); 252(d)(1) and (2)). AT&T; asserts that the Act
requires an incunbent LEC to provide interconnection wth
its network at "rates, terns, and conditions that are just,
reasonabl e, and nondi scrimnatory, in accordance with the terns and
conditions of the agreenent and the requirenents of this section
and section 252." (Act 251(c)(2)). Further, the Act requires an
i ncunbent LEC "to provide, to any requesting tel econmunications
carrier for the provision of a tel ecomuni cati ons service, nondis-
crimnatory access to network el enments on an unbundl ed basis at any
technically feasible point on rates, terns, and conditions that are
just, reasonable, and nondiscrimnatory in accordance with the
ternms and conditions of the agreenent and the requirenents of this
section and section 252." (Act 252(c)(3)). AT&T; further states
that the Act requires this Conmm ssion to determne the price for
i nterconnection and unbundl ed network el enents on the basis of the
cost of providing the interconnection or the network el enent. AT&T,
al so notes that rates are to be nondiscrimnatory and may incl ude
a reasonable profit. (Act 251(d)(1); see also FCC Rules
51.501-51. 515; FCC Order 625-877).

AT&T; proposed that GIE s prices for interconnection and
unbundl ed el enments be set at forward-I|ooking, |ong-run increnental
cost, or TSLRIC. (Merrick Direct, p. 12). TSLRIC supports prices
at economcally efficient |evels because it is the forward-I ooking,
l ong-run increnental cost of providing an entire service at the
| east cost technol ogies that are consistent with principles of cost
causation. (Kaserman Direct, pp. 18-19). AT&T; states that the FCC
has proposed a virtually identical cost nethodol ogy, TELRI C.
(Kaserman Direct, p. 18). Wiile these rules with regard to TELRIC
have been stayed, AT&T; contends that the Comm ssion need not now
determ ne whether TELRIC is an appropriate nethodol ogy, as that
will be exam ned in Docket 96-0503. For the purpose of resolving
this issue, AT&T; concludes that the Comm ssion need only set
interimprices that are consistent wwth the Act's requirenent that
prices be based on costs that are nondiscrimnatory, and that may
i nclude a reasonable profit. (Act, 252(d)(1)).

GTE proposes that the costs for interconnection and unbundl ed
network el enments shoul d be cal cul ated based on GIE' s cost studies.
The prices that are established should be those submtted by GIE
because they are the only prices that are based on GIE state-
specific costs, as required by the Act.

GTE used engi neering process nodules to cal culate the
incremental costs of local, toll, switched access, unbundl ed | oops,
unbundl ed ports and other network features. (See GIE Exhibit 9.00.)
The nodel s are popul ated wi th conpany-specific inputs including
actual office or systemsize, technology, traffic data and m | eage
information. The nodeling process cal cul ates both the vol une-
sensitive and vol unme-insensitive costs necessary to develop a
TELRIC. The nodel's results are conservative because GIE did not
add any calculations to reflect the increased risks in the |oca
exchange mar ket pl ace.

Because the TELRI C net hodol ogy does not include any common
costs, GIE added a reasonable contribution of comon costs based on
GIE s actual data. GIE s forward-I|ooking conmon costs for its
network in Illinois are approximately 43% of GIE s total revenues.
(See GIE Exhibit 9.00, Attachment 2.) This percentage is to be
expected, because it reflects GIE s significant econom es of scale
-- econom es that can be taken advantage of by all requesting
carriers through interconnection with GIE' s network and through the
purchase of unbundl ed el ements.



In devel oping prices, GIE assigned a reasonable share of its
common costs pursuant to the Market-Determ ned Efficient Conmponent
Pricing Rule (M ECPR). As di scussed in the testinmony of GIE
wi tness Spul ber, the M ECPR does not afford GIE the opportunity to
recover all of its actual costs. Professor Spul ber expl ained that
M ECPR pricing of unbundl ed network elenents will permt certain
stranded costs to arise, resulting in economc |osses -- for
exanpl e, losses incurred in the provision of services to preferred
cl asses of custonmers at regulated prices that are bel ow GIE' s
actual costs -- unless an end-user charge is established.

GTE mai ntains that the establishnent of an end-user charge is
conpel l ed by the Eighth Crcuit's Stay Order. |ndeed, one of the
reasons GIE and ot her incunbent LECs sought a stay was because the
f orwar d-1 ooki ng TELRI C net hodol ogy "does not consider historical or
"enmbedded’ costs (i.e., costs that an incunbent incurred in the
past)." (Stay Order at 11). GIE further asserts that there is no
doubt that GIE' s cost studies are forward-I|ooking TELRI C studies,
and therefore an end-user charge nust be established in this
proceedi ng so that GIE may, as Professor Spul ber expl ai ned,
"recover the cost of its past investnent." (GIE Exhibit 8.00,
Direct Testinony of Daniel F. Spulber at 13). This approach is
consistent with Section 254(f) of the Act which requires every
tel ecommuni cations carrier to contribute on an equitable and
nondi scrimnatory basis, to universal service. The end user
charge, by definition, allows for the recovery of subsidies
inherent in the existing rate structure. As such, these subsidies
are an el ement of actual costs for which GIE nust be conpensat ed.

Staff proposes that the prices for interconnection and
unbundl ed network el ements shoul d be based on GIE s forward-1ooking
costs. (Staff Ex. 1.00 at 26). However, Staff maintains that GIE
has not provided sufficient information in a tinmely manner.
Therefore, Staff has not had an opportunity to determine if GIE s
proposed forward-1ooking costs studies are reasonable. The only
ot her forward-I|ooking pricing option in the record is AT&T;'s
proposal to use Anmeritech's prices for interconnection and unbundl ed
network el enments. Staff believes that the only avail able
forward-1 ooking cost information in the record that can be used are
the rates of Ameritech resulting fromarbitration 96 AB-003/004.

Staff recommends, consistent with the requirenment in Section
252(b)(4)(B), that the Comm ssion find that the best information
available is Areritech's prices for interconnection and unbundl ed
network el enments. Since AT&T; has no plans on interconnecting with
GTE in the next year nor has the Conpany devel oped a facilities
build out plan for GTE in Illinois, adopting Aneritech's rates wll
not harm GIE. (Staff Ex. 1.00 at 6).

Cormm ssi on Concl usi on

The Conmmission is placed in very difficult position in trying
to evaluate the nerits of this issue. On one hand, GIE has
proffered cost studies to support its proposed pricing of unbundled
network el enents. Conversely, neither Staff nor AT&T; have had
sufficient opportunity to evaluate, with the necessary precision,
whet her said cost studies are reasonabl e.

Wiile the Staff's proposal to utilize Aneritech's costs as a
proxy has a certain appeal, the Conm ssion does not believe that
its use is appropriate. Section 252 (b)(4) provides that a state
conmi ssion "proceed on the basis of the best information



avail able,” but only when a responding party "refuses or fails
unreasonably to respond on a tinely basis to any reasonabl e
request.” In this instance we cannot conclude that GIE has either
refused to respond or that the timng of its response was

unr easonabl e. Moreover, the Conm ssion is concerned that these
proxy prices nust have sone relationship to GIE s costs; especially
where the costs are likely to be unique due to the ILEC s operating
characteristics. Oherwi se, there may be a question as to whet her
the ultimate pricing was just and reasonable. Consequently, we
cannot accept the use of Ameritech's costs in this instance.

Absent the use of Aneritech's costs, the Conm ssion is |eft
only with the cost studies offered by GTE. Cearly, we cannot neke
any determ nation as to whether such studies are reasonabl e: that
decision is left to Docket 96-0503. |In the interim however, we
believe the use of GIE s cost studies to establish the rates for
unbundl ed network el ements should be utilized, with two significant
nodi fi cati ons.

First, the Comm ssion rejects the nethod utilized by GIE to
calculate its commopn costs. As noted by Staff, equating conmon
costs as contribution is a "nmake whol e" proposal. Therefore, GIE is
directed to set its rates for interconnection and unbundl ed
network el enments equal to its forward-|ooking costs studies,
excl udi ng any contribution toward non-forward-|ooking costs.

Second, while the Conm ssion cannot comment regarding the
intricacies of the cost studies, we do find that GIE' s use of an
end user charge ("EUC') as part of its pricing conmponent is not
supported by this record. As discussed in this record, GTE urges
t he adoption of an EUC in order to fully recover its costs.

However, the EUC appears to be a nechanismthat will insulate GIE
fromthe inpacts of conpetition. As such, we will not accept the

i nclusion of an EUC adder to the costs calculated in GIE s studies.
Therefore, the EUC should be elimnated fromthe cal culation of the
prices for unbundl ed network el enents.

We reiterate that the application of these prices, reflecting
t he above nodification, is interimin nature. The pricing of such
unbundl ed el enents will be finalized in Docket 96-0503 and those
prices will be incorporated as the ultinmate prices to be used in
this Interconnection Agreenment. Qur decision herein should, in no
way, be interpreted or represented as an acceptance of GIE s cost
studies at this tine.

As Staff noted, there is little likelihood that these interim
unbundl ed network el ement prices will be utilized. The record
denmonstrates that AT&T; has no plans on interconnecting with GIE in
the next year nor has it developed a facilities build out plan for
GTE in Illinois. Consequently, these interimrates should have not
del eteri ous inpact on AT&T;

| SSUE 4: WHAT RATES ARE APPRCOPRI ATE FOR TRANSPORT AND TERM NATI ON
OF LOCAL TRAFFI C?

AT&T; argues that FCC Rule 51.705 authorizes the state
comm ssion to set GIE' s rates for the transport and term nation of
local traffic at TELRIC, by default proxy, or by bill and keep.
(Act 252(b)(4)(B), 252(d)(1) and (2)). Incunbent LECs are
obligated "to establish reciprocal conpensation arrangenents for
the transport and term nation of telecommunications.” (Act
251(b) (5)).



The starting point for AT&T;'s devel opnent of such prices was
the price for usage contained in Areritech Mchigan's tariff filing
for unbundl ed network el enents, dated July 5, 1996, in response to
the M chigan Public Service Comm ssion's Opinion and Order in Case
No. U-0860. (Merrick Direct, p. 29). That tariff contained |oca
usage prices of 0.65 cents per initial mnute or fraction and 0. 22
cents per additional mnute or fraction. (ld.). The price for an
initial mnute contained costs related to call set-up that are not
incurred in termnating a call. (Id., p. 30). Thus, the
additional mnute cost is a good proxy for estimating the cost of
termnating a local call. (I1d.).

The price per additional mnute represents a blend of end
office and tandemrouted calls. (ld.). Cost ratios anong end
office routed, tandemoffice routed, and transit-switched calls
wer e devel oped fromcost information provided informally to AT&T; by
Ameritech during negotiations. (ld.). Such ratios were used in
conjunction with the tariff price for processing a |local call and
an adjustnent for Illinois-specific cost |evels to devel op uni que
prices for end office routed, tandemoffice routed, and transit-
switched calls. (1d.). However, because the Ameritech end office
rate fell below the FCC proxy range, AT&T; increased its proposed
end office rate to .0020 cents. (ld.). AT&T;'s proposed tandem
office routed rate of .0027 cents was set by addi ng additi onal
tandem swi tching and transport costs to the end office rate.

(1d.). The reconmmended termnating traffic prices were conpared
with publicly available information to ensure the prices were
reasonable. (1d.). Finally, charges for Busy Line Verification and
Busy Line Verification Interrupt (in addition to the Busy Line
Verification charge) were devel oped by adjusting costs provided
informally to AT&T; by Aneritech. (Id. at 31).

GIE states that the appropriate rates to be charged are those
set forth in GIE' s interstate access tariff The appropriate rates
t hat AT&T; should charge to GIE cannot be determined at this tine,
because AT&T; has not submtted any cost study. Symmetrical pricing
is not warranted because, as explained in the testinmony of GIE
wi tness Munsell (GIE Ex. 4.00 at 20), AT&T;'s prices likely will be
| ower than GIE' s. Accordingly, AT&T; should be directed to submt
its own cost study so that this Conm ssion can establish the prices
GTE nmust pay for transport and term nation.

It is Staff's understanding that GIE has proposed a "bill and
keep" solution until Docket 96-0503 is conmpleted. (Tr. 492).
Staff supports "bill and keep" until such tine as rates are
establ i shed i n Docket 96-0503.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that as an interimnmeasure, the "bil
and keep" nmethod should be used. One cautionary note, this
sol ution should only be applied to AT&T;'s local calls. This
restriction reflects the fact that AT&T;'s interexchange calls are
ot herwi se regul ated by federal access rules.

| SSUE 5: SHOULD BI LL- AND- KEEP BE USED AS A RECI PROCAL COVPENSATI ON
ARRANGEMENT FOR TRANSPORT AND TERM NATI ON OF LOCAL
TRAFFI C ON A TEMPORARY OR PERMANENT BASI S?

AT&T; states that bill-and-keep should be used for 12 nonths as
an initial nmethod of setting interconnection charges, until the
necessary cost information is available to cal culate TELRI C costs.
(FCC Order 1055, 1111-13; FCC Rule 51.713; Act



252(d)(2)(B)(i) and (ii)). It is AT&T;'s position that state
comm ssions may i npose bill-and-keep arrangenents if neither
carrier has rebutted the presunption of symmetrical rates and if
the volune of termnating traffic that originates on one network
and term nates on another network is roughly equal to the vol une of
termnating traffic flowwng in the opposite direction, and is
expected to remain so. (FCC Order 1111-12). Traffic between
carriers is presuned to be balanced, with the burden of proving an
i mbal ance i nposed on the carrier asserting inbalance. (FCC O der
1113). AT&T; asserts that GIE has failed to rebutted this
presunpti on.

GTE has agreed to enter into a "bill and keep" conpensation
arrangenent with the follow ng paraneters: First, traffic nmust be
"roughly bal anced," i.e., plus or mnus ten percentage points for

both originating and term nating traffic, which neans that the
originating/termnating split could be up to 60/40. Second, this
"bill and keep" arrangenent would apply only to the transport and
termnation of local traffic. The arrangement woul d specifically
exclude any toll or access traffic. Al so, interLATA access traffic
nmust be carried over separate trunk groups, and may not be included
with local and local toll traffic. Third, when traffic becones out
of balance (i.e., exceeds the 10%split discussed above), then the
"bill and keep" arrangenent will end and the parties shall use a
reci procal conpensation system under which the parties shall pay
each other their respective rates for transport and term nation.
(See Testinony of GTE Wtness Minsell, GIE Ex. 4.00 at 22-23).

It is Staff's understanding that GIE has proposed a "bill and
keep" solution until Docket 96-0503 is conpleted. (Tr. 492). Staff
supports "bill and keep" until such tinme as rates are established
i n Docket 96-0503.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that, as an interi mneasure, the bil
and keep solution is appropriate pending the resolution of Docket
96- 0503. By this conclusion, we are not accepting GIE s proposed
nodi fications to the bill and keep issue. W believe that GTE has
not denonstrated that there will be an inbal ance of traffic which
wi |l negatively inpact GIE

| SSUE 6: WHAT METHOD SHOULD BE USED TO PRI CE | NTERI M NUMBER
PORTABI LI TY AND WHAT SPECI FI C RATES, | F ANY, SHOULD BE
SET FOR GIE?

AT&T; argues that interimnunber portability ("INP') should be
priced according to FCC pricing principles to ensure that costs are
all ocated on a conpetitively neutral basis. (FCC Order In the
Matter of Tel ephone Nunber Portability, Docket 95-116, adopted June
27, 1996; Act 251(e)(2)). Costs of nunber portability are to be
borne by all telecomunication providers on a conpetitively neutral
basis. (Act 251(e)(2)). AT&T; states that the FCC Order adopted
June 27, 1996 in CC Docket 95-116, In the Matter of Tel ephone
Nunber Portability, defined the costs of INP as the increnental
costs incurred by a LEC to transfer nunbers and subsequently
forward calls to new service providers using existing RCF, DI D or
ot her conparabl e neasures. (FCC Order 134-36). The INP Order
descri bes several approaches to recover these increnental costs on
a conpetitively neutral basis. AT&T; asserts that a reasonable
approach is to require each carrier to pay for its own costs.
Considering the limted tinme in which interimportability will be
used, AT&T; recommends that the Conm ssion use this approach.



GTE mai ntains that Section 251(e)(2) of the Act requires that
the cost of nunber portability be borne by all tel ecomunications
providers on a conpetitively neutral basis. The FCC s Nunber
Portability Order adopted June 27, 1996 in CC Docket 95-116 defi ned
the costs of INP as the increnental costs incurred by a LEC to
transfer nunbers and subsequently forward calls to new service
providers using RCF, DID or other conparable neasures (see 134-
36). The FCC further provides that states may require tariffs for
I NP measures, and GIE has such tariffs in sone states. GIE s
proposed prices reflect the appropriate costs GIE is entitled to
recover.

Staff believes that GIE and AT&T; should provide INP to each
other at a zero rate. They should be allowed to book their short
run marginal costs to a deferred account, subject to |ater recovery
fromall teleconmunications carriers on a conpetitively neutra
basis as determ ned by the Conmm ssion.

Cormm ssi on Concl usi on

The Conmmi ssion concurs with Staff that | NP should be provided
at a zero rate pending this Conm ssion's final resolution of the
i ssue. See, Docket 95-0296 Interim O der (entered Novenber 7,
1996). In the interim both conpanies should be allowed to book
their short run marginal costs to a deferred account, subject to
| ater recovery fromthe appropriate tel ecomruni cations carriers on
a conpetitively neutral basis as determ ned by the Conmm ssion.

| SSUE 7: WHAT METHOD SHOULD BE USED TO PRI CE COLLOCATI ON?

It is AT&T;'s position that collocation rates should be set at
TELRIC. (FCC Order 628-29; Act 251(c)(6); Act 252
(b)(4)(B)). Giting to both the Act and the FCC Order, AT&T; argues
that collocation should be subject to the same pricing rules as
i nterconnection and unbundl ed network el ements. (FCC Order 626).
Thus, AT&T; recommends that this Commission will apply the sane
standards used for interconnection and unbundl ed network el ements
to its determnation of pricing for collocation. (See, e.g., FCC
Rul e 51.501; FCC Order 625-787).

AT&T; asserts that interimrates for collocation "should be no

greater than the effective rates for equivalent services in
the interstate expanded interconnection tariff." (FCC Rule
51.514(c)(6)). The FCC has set the ceiling for interim
collocation rates and has given the state conm ssions the authority
to establish interimcollocation below that ceiling if appropriate.

FCC Rule 51.513(c)(6)). AT&T; argues that GIE has not supplied
the information to know what the ceiling is. Nor can it be
determned if GIE s proposed collocation prices exceed the ceiling.
Accordi ngly, AT&T; states that its collocation prices set forth in
Merrick Ex. PHW4 shoul d be adopted until such tine as the Conm s-
sion establishes permanent prices for collocation in the separate
proceeding in which it will consider the TELRI C studi es.

GTE argues that virtual collocation rates should be set in
accord with GIE s federal virtual collocation tariff. For physica
col l ocation, rates should be set in accord with the rates submtted
by GIE, which will soon be filed as GIE s physical collocation
tariff. These rates have been set using a nethod that allows
recovery of GIE s costs, including a reasonable share of its joint
and common costs, and are therefore fully consistent with the Act.



GTE further asserts that the use of the federal virtual
collocation tariff and the rates GTE will submt as its federa
physi cal collocation tariff conports with the rational e and
requirenments of the FCC s Expanded I nterconnection O der.

Staff asserts that, absent any cost data which has been fully
reviewed, the best information the Comm ssion has is Ameritech data
relating to collocation pricing.

Cormm ssi on Concl usi on

At the outset, the Conmission is not persuaded by GIE s
position on this issue. As noted herein, the FCC has established
paraneters for pricing collocation and we believe that GIE s position
does not conport with these guidelines. Meanwhile, the
Comm ssion is not confident utilizing any other information to
establish a permanent price for collocation.

For the interim we concur with Staff that GTE and AT&T
utilize the collocation prices established for Areritech. At first
bl ush, one may consider this conclusion to be in conflict with our
conclusion in Issue 3. W disagree. At issue hereinis the
pricing of elenents that are not necessarily sensitive to
geogr aphi c and/ or operational characteristics unique to GTE. As a
result, it is nmuch nore reasonable to believe that Aneritech's
costs are conmparable to GIE's on this point. Consequently, we
believe that a distinction can be drawn between these el enents and
those in Issue 3. GIE and AT&T; are therefore directed to utilize
as a proxy price, until such tinme as an order is entered in Docket
96- 0503, the prices Ameritech will charge AT&T; for collocation

| SSUE 8: WHAT | S THE PROPER WAY TO CHARGE FOR ACCESS TO POLES,
DUCTS, CONDUI TS, AND RI GHTS- OF- WAY?

AT&T; contends that prices nust be set at TELRIC, be
nondi scrim natory, and be inputed into GTE' s own | ocal service
rates. Prices for pathway facilities should be effective for the
termof the Interconnection Agreenent. (Act 224; 251(c)(2); FCC
Order 628, 672). AT&T; recommends that the establishnent of
prices for access to poles, conduits, and rights-of-way be deferred
until after the FCC conpletes its rulemaking. |In the interim the
| owest tariff or contract price applicable to any provider should
be used. (Merrick Direct, p. 35). The existing nmenu of potentia
charges, terms and conditions should be critically reviewed to
assure conpetitive neutrality. (1d.).

GIE s position before the FCCwill be the sane as it is here:
to the extent Section 224 of the Act nmandates access, GIE nust
recover the fair market value of the property taken. This is only
conpensation standard that conports with M nnesota and federa
constitutional |law.  Accordingly, GIE proposes that whatever rates
are set should be subject to a "true up" (with interest) once a
lawful rate is established.

Staff asserts that, absent any cost data which has been fully
reviewed, the best information the Conmmission has is Aneritech data
relating to pricing of access to poles, conduits, and rights-of-
way .

Cormm ssi on Concl usi on

The Conmmission is of the opinion that our conclusion and
reasoning as set forth in Issue 7 are applicable to this Issue.



| SSUE 9: WHAT GIE SERVI CES SHOULD BE REQUI RED TO BE MADE AVAI LABLE
FOR RESALE AT WHOLESALE RATES?

AT&T; argues that GIE services available for resale should
include all services offered at retail to end-users, including
pronotional (nore than 90 days), proprietary, enhanced,
gr andf at her ed, packaged, individual custoner based, contracted and
sunsetted services. (FCC Rule 51.603; Act 251(c)(4)(A); FCC
Order 871, 948, 956, 968). AT&T; argues that commercially viable
resale opportunities are vital to the devel opnent of conpetition in
the | ocal exchange. Resale is the necessary first step in
establ i shing conpetition, and facilities placenent beconmes nore
feasible as a |l arge stable custonmer base is established. Al
pricing options and packages that are available to GIE s retai
custoners should al so be nmade avail able to AT&T; for resale to its
retail custoners so that incunbent LECs, such as GIE, do not enjoy
the conpetitive advantage of w thhol ding product offerings from new
mar ket entrants.

In sum AT&T; argues that there is no statutory basis for
l[imting the resale duty to basic tel ephone services; it applies to
all tel ecommunications services provided by the incunbent LEC at
retail to subscribers who are not tel ecommunications carriers.

(FCC Order 871).

GIE asserts that it should make all its retail services
avail able for resale at whol esal e rates except for the foll ow ng:
bel ow cost services, pronotional offers of 90 days or |ess; and
i ndi vidual case basis ("ICB") services.

GTE wi Il also nmake the follow ng services avail able for
resal e, but a whol esal e discount shall not apply: pay phone
servi ces purchased by COCOTS providers, nonrecurring charges;
access services; operator services; and directory assistance
services. (Meny, GIE Ex. 7.00 at 27-29)

GIE al so states that Section 252(c)(4) of the Act requires
i ncunbent LECs not to inpose "unreasonabl e or nondi scrimnatory
conditions or limtations" on the resale of tel ecomunications
services. Thus, the Act plainly recognizes that incunbent LECs may
i npose reasonabl e conditions or limtations on resale.

GTE concludes that its conditions and I[imtations for
bel ow cost services, pronotional offers of 90 days or |ess, and
i ndi vidual case basis ("ICB") services are reasonable. First, with
respect to bel owcost services, GIE cannot cover its costs through
resal e of bel ow cost services unless such services are first
repriced to cover their costs. These services receive

contributions fromother services, such as intraLATA toll, access,
and vertical and discretionary services, all of which are priced
above increnmental cost. |If GIE were required to offer its bel ow

cost services on a whol esale basis, then other carriers would (1)
obt ai n avoi ded-cost discounts for both bel owcost and above-cost
services, and (2) be able to pocket the contributions fromthe
above-cost services that had been used to price the other services
bel ow-cost. Accordingly, GTE could not cover its total costs

unl ess these services are excluded from GTE' s whol esal e of ferings
or are repriced to cover their costs. (Seaman, GTE Ex. 14.00 at
12).

Second, offering pronotions and | CBs at whol esal e di scounts
woul d prevent GITE fromdifferentiating its retail services from



those of its conpetitors.

GTE realizes that its proposed prohibition on the resal e of
bel ow cost services will preclude the resale of nost residentia
services, but conpetition will not flourish where one conpetitor is
required to subsidize the offerings of others. GIE would not
obj ect to the Conm ssion conducting separate proceedings to
consi der whet her and under what circunstances bel ow cost services
shoul d be nmade available for resale. For exanple, if rates cannot
be rebal anced i medi ately, then GIE could recover any stranded
costs or lost contribution through a system of conpetitively
neutral end-user charges. Upon conclusion of such a proceeding,
the parties could revise their interconnection contract to permt
the resale of GIE s current bel owcost services. This separate
proceeding will allow the parties and the Comm ssion nore tine to
consider this significant public policy issue.

Staff recommends that GIE be required to nmake all retai
services avail able for whol esal e services, even those priced bel ow
costs, grandfathered, or sunsetted. (Staff Ex. 1.00 at 19.)
Staff's asserts that its position is consistent with Section
251(c)(4) of the Act which requires that incunbent LECs offer for
resal e any tel ecommuni cati ons service provided to retai
subscri bers who are not tel ecommunications carriers.

Cormm ssi on Concl usi on

Section 251(c)(4)(A) clearly provides that an | LEC nust offer
for resale any tel econmuni cati ons service. Mreover, the FCC O der
also requires an ILEC to provide for resale any tel ecommuni cation
service. 871 Resale restrictions are presunptively unreasonable
unl ess such a restrictionis narrowy tailored. FCC Order 939.

In this instance, the record does not support the restrictions
proposed by GIE. The FCC Order specifically finds that "bel ow cost
services are subject to the whol esale rate obligation of Section
251(c)(4)(A). 956 Likew se, the FCC found no basis to exclude
pronotional services. 948.

The one restriction that the Comm ssion will approve rel ates
to grandfathered and sunsetted services. Qur Oder in Docket 95-
0458, et al., determined that with regard to such services "the
whol esal e provider can only provide the requested service to the
custoners that receive the grandfathered service." Id. at 39. W
believe that the narrow tailoring of this restriction conports with
the FCC Order. 939.

I'n conclusion, all teleconmunications services GIE offers to
retail custoners, subject to the one restriction set forth herein,
irrespective of whether the retail price is set bel ow cost or
whet her they are pronotional, grandfathered or sunsetted services,
shall be offered at whol esal e prices to AT&T;, except for pronotions
of less than 90 days duration. Sections 24 and 26 of the AT&T;

I nterconnecti on Agreenment are adopted, subject to the Conmm ssion's
concl usi on herein.

| SSUE 10: SHOULD GTE BE REQUI RED TO OFFER FOR RESALE AT VWHOLESALE
RATES SERVI CES TO THE DI SABLED, | NCLUDI NG SPECI AL
FEATURES OF THAT SERVI CE SUCH AS FREE DI RECTORY
ASSI STANCE SERVI CE CALLS, | F THAT SERVI CE | S PROVI DED BY
GTE?

AT&T; asserts that GIE nust nmke each of its retail service
offerings avail able for resale w thout unreasonabl e or



discrimnatory conditions or limtations. (FCC Rule 51.603,
51.605; Act 251(c)(4)(A).

GTE maintains that it should not be required to offer for
resal e at whol esale rates services to the disabled, including
speci al features of that service such as free directory assistance
service calls, if that service is provided by GIE

GTE contends that all social progranms that are nmandated by
law, or by regulation of this Conm ssion, and that provide specia
rates are the responsibility of the carrier serving a particul ar
custoner. The serving carrier should bear the responsibility of (1)
ensuring that its custoners are eligible to receive the benefits of
any social program and (2) should becone eligible to participate
in any program or funding nechanismto serve those persons entitled
to special rates.

Staff reiterates its argunents in |Issue 9.
Conmi ssi on Concl usi on

For purposes of this Issue, the Conmm ssion adopts the
conclusion and reasoning set forth in Issue 9. GIE, therefore,
shal | make services to the disabled avail able to AT&T; at whol esal e
prices. Section 26.7 of the AT&T; Interconnection Agreenent is
adopt ed.

| SSUE 11: WHAT RESALE RESTRI CTI ONS SHOULD BE PERM TTED, | F ANY?

AT&T; contends that GTE nust nmake each of its retail service
of ferings avail able for resale w thout unreasonable or
discrimnatory conditions or limtations. (FCC Rule 51.603,
51.609; Act 251(c)(4)). 1In general, restrictions on resale ser-
vices are presuned to be unreasonable. The burden of proving the
reasonabl eness of a particular restriction is on the incunbent LEC
(FCC Order 939). AT&T; argues that GIE has failed to offer
evi dence to overcone the presunption

In addition to those restrictions discussed in Issue 9, GIE
asserts that AT&T; should be prohibited from"cross-class selling,"”
i.e., AT&T; may only resell services to that class of custoner
obtai ning identical services fromAT&T;. Wth this restriction
fair conpetition will devel op because one carrier will not be able
to artificially undercut the price of another carrier.

Staff states that the only resale restriction that should be
allowed is reselling residential service to business custoners, or
vice-versa. (Staff Ex. 1.00 at 19.) Such a requirenent is
consistent with Section 251(c)(4)(B) of the Act.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that a resale restriction related to
cross-class selling of services is permtted. It nust be noted
that our definition of cross-class selling refers solely to the
reselling of services fromone class of custoners to another
di sti ngui shabl e class. As such, we do not except GIE s definition
of cross-class selling.

Furthernore, as nore fully discussed in our conclusion in
I ssue 9, GIE may restrict the resale of grandfathered and sunsetted
services to only those custonmers currently receiving such services.
O her than these two restrictions, the Interconnection Agreenent



shoul d not reflect any other resale restrictions.

| SSUE 12: WHAT | S A REASONABLE PERI OD FOR ADVANCE NOTI FI CATI ON OF
NEW SERVI CES?

AT&T; requests forty-five (45) days advance notification of new
service offerings in order to be able to provide AT&T; custoners
with the same provisioning tine intervals that GIE provides to its
custoners. (FCC Rule 51.603; Act 251(c)(4) and (5)). AT&T,
asserts that services should be nade available to its custoners at
the sane tinme, for at |east the sane duration and with the sane
pricing structure as they are nmade available to GIE s retai
cust omers.

GIE states that when it or any other incunbent LEC offers a
new service, it does so by neans of a tariff offering that is
subject to review by this Comm ssion. GIE s tariffs provide public
notice of all new services; and conpetitive |ocal exchange carriers
have access to such tariff filings, just as the general public
does. GIE s tariffs will thenselves serve as notification for new
servi ces.

Staff recommends that whenever GIE files a tariff for a new
nonconpetitive retail service, that it also be required to file
correspondi ng whol esale tariff based on Staff's proposed pricing
met hodol ogy. (I CC Staff Ex. 1.00 at 19). |In the event that GIE
does not have a conpleted costs study to set the whol esale rate
based on Staff's pricing nmethodol ogy, then the Conpany shoul d be
all owed to use the average discount rate for a period of 90 days.
This is consistent wth the Conmm ssion's decision in Docket 95-0458
et al., Consol. Order at 23.

However, if GTE classifies the retail service as conpetitive
and the correspondi ng whol esal e service as nonconpetitive, Staff
states that concurrent filings may not give providers adequate
notice of the whol esale services. An effective date for the
conpetitive retail services sooner than the effective date of the
nonconpetitive whol esal e service would give GTE a head start in
mar keting the service. Staff recomends that at |east 45 days
notice be given, whether the retail service is classified as
conpetitive or nonconmpetitive.

Cormm ssi on Concl usi on

Staff's concerns regarding the timng differences of the
effective dates of a conpetitive tariff and a non-conpetitive
tariff are conpelling. The FCC Oder clearly requires that
services which are provided to end users nust be made avail able for
resale at the sane tine. 970.

The Conmmi ssion is concerned, however, that any conpetitive
advant age GIE might gain will be dimnished by AT&T;'s proposed 45
day notice period. Indeed, we believe that such a requirenent
m ght create a chilling effect on GTE's efforts to | aunch new
retail services.

In an effort to balance both the Act and the FCC s Order, as
wel |l as the conpetitive aspects discussed above, the Conm ssion
concl udes that GIE cannot place into effect a conpetitive retai
tariff until such time as a non-conpetitive wholesale tariff
becones effective. This requirenent will absolve GIE from
providing notice to AT&T;. In addition, it will allow GIE to
i medi ately begin marketing its conpetitive retail service while



complying with the FCC Order. Therefore, the parties are
instructed to insert into the final Interconnection Agreenent a
provi si on which incorporates our conclusion herein.

| SSUE 13: SHOULD GTE BE REQUI RED TO OFFER PUBLI C CO N PAY PHONE
LI NES TO AT&T; AT WHOLESALE RATES?

AT&T; maintains that the services that independent public
payphone providers obtain from GIE are tel econmuni cati ons services
whi ch shoul d be available to tel ecommunications carriers at whol e-
sale rates. (FCC Order 876; FCC Rule 51.605; Act

251(c)(4)(A)). AT&T; contends that its position is consistent
with the FCC Order, which states that pay phones are

"tel ecommuni cati ons services that incunbent |ocal exchange carriers
provide 'at retail to subscribers who are not tel ecommuni cations
carriers,' and that such services should be avail abl e at whol esal e
rates to tel ecommuni cations carriers.” (FCC Order 876).

GIE asserts that under 47 U S.C. 251(c)(4), it is required
to offer for resale at whol esal e rates any tel ecomuni cations
service "that it provides at retail to subscribers who are not
tel ecommuni cations carriers." GIE does not provide public pay
phone lines or service at retail to subscribers; therefore, the
resal e of public pay phone lines and services is not required under
the Act. Furthernore, AT&T; has provided no conpelling reason why
this obligation should be inposed upon GIE

To the extent AT&T; is requesting a service or elenent not
required by the Act, GIE nmaintains that it should not be conpelled
by this arbitration to waive its statutory rights under 220 |ILCS
5/13-502, et al. Under the plain | anguage of the Act, GIE asserts
t hat incunbent LECs need not negotiate ternms and conditions that
fall outside the duties set forth in 251(b) and (c); and state
comm ssi ons cannot conpel incunbent LECs to do so. |If AT&T; or other
conpetitive carriers want to inpose terns and conditions upon
i ncunbent LECs that are not included in the Act, then they may file
an appropriate state | aw proceedi ng.

Staff did not take a position on this issue.
Conmi ssi on Concl usi on

The Conmmi ssion concl udes that GIE should be required to offer
payphone lines for resale. The FCC Order specifically requires
that | LECs provide public coin payphone Iines on a wholesale rate
to tel ecommuni cations carriers. 876. AT&T; is a tel ecomunications
carrier as defined by the 1996 Act and, therefore, nust be provi ded
this service on a whol esal e basi s.

The Commission is concerned that the FCC s O der discrimnates
agai nst i ndependent payphone providers ("IPP"). This is due to the
fact that IPPs will be paying a retail rate for the payphone access
line while a "tel econmuni cations carrier" may purchase the sane
line at a wholesale rate. Such a result will give a
tel ecommuni cations carrier an unfair conpetitive advantage over the
| PPs. The Comm ssion, however, is obligated to follow those
portions of the FCC Order which remain in effect.

| SSUE 14: SHOULD GTE BE REQUI RED TO OFFER SEM - PUBLI C PAY PHONE
LI NES TO AT&T; AT WHOLESALE RATES?

AT&T; states that the services that independent public payphone
providers obtain from GIE are tel ecommuni cati ons servi ces which



shoul d be avail able to tel econmuni cations carriers at whol esal e
rates. (FCC Order 876; FCC Rule 51.605; Act 251(c)(4)(A).

GIE asserts that it should not be required to offer
sem - public pay phone lines to AT&T; at whol esale rates. Sem -
publ i c pay phone service has been deregul ated by the FCC and is no
| onger offered to subscribers at retail under GIE s | ocal exchange
tariffs. The analysis under Issue 13 applies with equal force to
this issue: nanely, this is not an issue for arbitration under the
Act .

Staff did not take a position on this issue.
Conmi ssi on Concl usi on

Based upon our conclusion and reasoning in Issue 13, GIE
shoul d offer sem -public pay phone lines to AT&T; at whol esal e
rates. Therefore, AT&T;'s proposed | anguage on this issue is
accept ed.

| SSUE 15: SHOULD GTE BE REQUI RED TO OFFER COCOT CO N AND COCOT
CO NLESS LINES TO AT&T; AT WHOLESALE RATES?

Li ke Issues 13 and 14, AT&T; asserts that the services that
i ndependent public payphone providers obtain from GIE are
t el ecommuni cati ons services which should be available to
tel ecommuni cations carriers at wholesale rates. (FCC Order 876;
FCC Rul e 51.605; Act 251(c)(4)(A).

GTE believes that it should not be required to offer COPT coin
and COPT coinless lines to AT&T; at wholesale rates. GITE will
resell these services, but there will be no whol esal e di scount.
Here again, GIE already provides COCOT coin and coinless |ine
services under terns of applicable tariffs, and there is no
addi ti onal "whol esal e di scount." Moreover, GIE asserts that the
FCC has determ ned that the incunbent LEC need not nake avail abl e
service to independent public pay phone providers at whol esal e
rates.

Staff did not take a position on this issue.
Conmi ssi on Concl usi on

Based upon our conclusion and reasoning in |Issue 13, GIE
shoul d of fer COCOT coin and COCOT coinless lines to AT&T; at
whol esal e rates. Therefore, AT&T;'s proposed | anguage on this issue
i S accept ed.

| SSUE 16: SHOULD EACH AND EVERY RETAI L RATE HAVE A CORRESPONDI NG
VHOLESALE RATE?

AT&T;"'s position is that the wholesale pricing structure should
mrror GIE s retail pricing structure, as, for exanple, in volune
di scounts, flat or neasured charges, etc. (FCC Order 871, 907
et seq.; FCC Rule 51.607-51.609). AT&T; notes that all incunbent
LECs are required to establish a wholesale rate for each retai
service provided. (Act 251(b)(4); FCC Oder 871).

GTE maintains that only those retail services that are offered
at whol esal e shoul d have a correspondi ng whol esal e rate.
Nevert hel ess, retail and wholesale rates for siml|ar services
shoul d be structured the sane. For exanple, the costs of
bel ow cost services shoul d be rebal anced before these services are



of fered on a whol esal e basis, thereby ensuring full and fair
conpetition. GIE also notes that the FCC s First Report and O der
does not require the sane resale discount for all services. GIE
notes that the analysis of Issue 9 applies to this issue as well.

Staff states that such a requirenent will prevent the
whol esal e rate from being greater than the retail rate. This
requirenment is consistent with Staff's proposed pricing nethodol ogy
and the Comm ssion's Order in Docket 95-0458 et al., (Staff Ex.
1.00 at 14 Order at 22).

Cormm ssi on Concl usi on

As Staff correctly notes, the Comm ssion has previously
concluded that an ILEC s whol esale rate structure nust mrror its
retail rate structure. (Docket 95-0458, et al., Oder at 22).
Therefore, the Interconnection Agreenment should reflect the fact
that GIE s wholesale rate structure nmust mrror its retail rate
structure.

| SSUE 17: SHOULD GTE BE REQUI RED TO ROUTE OPERATOR SERVI CES AND
DI RECTORY ASSI STANCE CALLS TO AT&T; 'S PLATFORMS WHERE AT&T,;
PURCHASES RESOLD SERVI CES UNDER SECTI ON 251(C) (4) OR
STATE LAW?

AT&T; requests a selective routing service, which would
automatically route all Operator Services ("0S') and Directory
Assi stance ("DA") calls to AT&T;'s platform AT&T; asserts that GTE
must unbundl e the functionalities for OS and DA in connection with
resold services, to the extent technically feasible. (FCC O der
536; Act 251(c)(4)). AT&T; alleges that GIE has failed to prove
to the Conmi ssion that custom zed routing in a particular switch is
not technically feasible. (FCC Order 418).

AT&T; has indicated that as part of its services as a new LEC,
it intends to provide its custonmers with its own directory and
operator services, including operator assistance calls and
information calls. AT&T; requested in contract negotiations that
GTE provide AT&T; with a selective routing service which would
automatically route all operator services and directory assistance
calls to AT&T;'s platformto be handl ed by AT&T; operators.

GIE states that Section 251(c)(4) of the Act only requires GIE
to offer for resale at whol esal e rates tel ecommuni cati ons services
"that it provides at retail to subscribers who are not

tel ecommuni cations carriers." GIE does not provide operator
service or directory assistance call routing "at retail to
subscri bers who are not tel ecommuni cations carriers.” Accordingly,

GTE is not required to offer these "services" to AT&T; on a
whol esal e basis, and AT&T; has not provided a conpelling reason why
GTE shoul d.

GTE has agreed to provide those aspects of operator services
and directory assistance that it currently offers at retail al ong
with its | ocal service offering at the appropriate avoi ded cost
standard. This proposal conforns with GIE' s duties under the Act.

It is Staff's position that the Act requires incunbent LECs to
of fer unbundl ed el enents, including those elenents that have the
capability to automatically route operator services and directory
assi stance calls directly to AT&T;. The Comm ssion required that
Amreritech and Centel nake such an offering.



Staff asserts that the FCC requires incunbent LECs, to the
extent technically feasible, to provide custom zed routing, which
woul d include such routing to a conpetitor's operator service or
directory assistance platform (FCC Order at 536). |If the
custom zed routing for a particular switch is not technically
feasi ble, the incunbent LEC, GTE, nust prove to the state
comm ssion that such routing is not technically feasible. (FCC
Order at 418).

Therefore, it is Staff's recomendati on that the routing
requested by AT&T; should be provided by GIE if technically
feasible. If it is not technically feasible, then GIE should nake
a showing to this Comm ssion that the routing is not technically
f easi bl e.

Cormm ssi on Concl usi on

To the extent technically feasible, the Conm ssion concl udes
t hat GIE nust unbundl e both the facilities and functionalities
provi ding OS/ DA as separate network el ements. Such a concl usion
was previously reached by this Conm ssion, as well as adopted by
the FCC. (See, Docket 95-0458, et al.; FCC Oder 536). Any
issues relating to technical feasibility should be brought to this
Conmi ssi on.

As a result of our conclusion, we find that the custom zed
routing requested by AT&T;, set forth in Section 29 and Sections
5.2.1.20 and 5.2.1.21 of Attachnment 2 to the AT&T; Interconnection
Agreement, should be adopted. The Conmi ssion further concl udes
that we should al so i npose specific requirenents -- mlestones --
upon GIE to establish the OS/ DA routing AT&T; requests. Therefore,
we order that GITE adopt an inplenentation schedul e under which it
will begin to inplenment the capability of rerouting directory
assi stance and operator services by March 1, 1997, with conpl etion
by May 30, 1997, in switches designated by AT&T;,. Furthernore, we
order GIE to provide AT&T; by January 30, 1997, with a firmrate
guot e and supporting cost data for rerouting directory assistance
and operator services fromresold dial tone lines, with the
addi tional provision that the parties would then be able to
petition this Conm ssion for a hearing in the event the parties are
unabl e to reach agreenment on cost recovery.

| SSUE 18: SHOULD GTE BE REQUI RED TO ROUTE OPERATOR SERVI CES AND
DI RECTORY ASSI STANCE TO AT&T; S PLATFORMS WHERE AT&T;
PURCHASES UNBUNDLED NETWORK ELEMENTS UNDER SECTI ON
251(C) (3) OR STATE LAWP

AT&T; requests a selective routing service, which would
automatically route all OS and DA calls to AT&T;'s platform  AT&T;
mai ntai ns that GIE nust prove to the state conmm ssion that
custom zed routing in a particular switch is not technically
feasible. (FCC Order 418, 536; Act 251(c)(3)).

For the reasons discussed under |ssue 17, AT&T; asserts that
GTE has failed to establish that it is technically infeasible for
it toroute OS/DA to AT&T;'s operator platforms. It is vital to
AT&T;'s ability to conpete with GIE that it be able to enploy its
own OS/ DA services. Such routing will also allow AT&T; to
efficiently configure its network, resulting in a | ower cost
structure. AT&T; believes that GIE s issue with cost recovery is
only applicable to the resale environnment, because the FCC O der
makes it clear that the cost of custom zed routing is included in
the rate for the unbundl ed switching element. (FCC Order 412,



418). Thus, the interimsw tching rate proposed for use in this
arbitration by AT&T; may be deened to conpensate GIE for the cap-
ability of re-routing calls for directory assistance and operator
services to AT&T;'s platformin the unbundl ed network environnent.
(Merrick Ex. PHM 2).

GTE argues that is should not be required to route OS and DA
calls to AT&T;'s platforns where AT&T; purchases unbundl ed network
el ements under 251(c)(3) of the Act or state law. GTE maintains
that its testinony shows that current switch limtations would
require GIE to add new switch capacity and to condition its
existing switches in order to provide custom zed routing. GIE
hi ghl i ghted service provisioning and activation process problens.

GTE further contends that AT&T; also ignores the fact that
substantial costs will be incurred to provide existing swtches
with the capability of performing the routing requested by AT&T;.
GTE bel i eves these costs could run to many tens of mllions of
dollars in order to neet AT&T;'s demands for separate OS and DA
trunks alone. The interexchange trunk routing requested by AT&T;
woul d i ncrease these costs even further. (Jones, GIE Ex. 1.00 at
20) .

GTE al so argues that AT&T;'s request al so could exhaust the
capacity of the switch and adversely affect network capabilities.
Al so, AT&T;'s proposal for switch unbundling requires GIE first to
alter its existing swtches to accommodate AT&T;, and then to "undo"
what GTE has done when a permanent solution is found. And, of
course, GIE must pay for all this under AT&T; position. (Jones, GIE
Ex. 1.00 at 21-22).

GIE states that not only does AT&T;'s proposal for routing to
AT&T;'s DA and OS platforns present serious and costly operationa
probl ens, AT&T;'s request for unbundling of GIE' s DA does not cover
GITE s costs of inplenentation. GIE s DA database woul d have to be
nodi fied. Additionally, because there are distinct and specific
technical interface requirenents between operator position
equi pmrent and GIE s DA dat abase, AT&T; would be required to ensure
that its equi pment can interface with GIE s DA dat abase, and
conpensate GITE for any nodifications GIE m ght nmake in order to
ensure conpatibility. (Jones, GIE Ex. 1.00 at 22-23).

Finally, if GTE were to unbundl e the switch as AT&T; requests,

AT&T; will be able to avoid access charges, because GIE will have no
way of knowi ng whether a call routed by AT&T; is a local call, an
intraLATA call, or a long-distance call. GIE would agree to

provi de custom zed routing on an interim short-term basis upon the
followng terns and conditions: (1) AT&T; shall submt reasonable
requests and identify those geographic areas where it wants

custom zed routing; (2) within a reasonable tine after receiving
AT&T;"'s notification, GIE shall identify its swtches serving in the
desi gnated area and advi se AT&T; whet her customized routing is
technically feasible for those switches; (3) if custom zed routing
is technically feasible, GIE shall make such routing avail able
within a reasonable tinme period; (4) AT&T; shall pay all the costs
associated with its selective routing request; and (5) the parties
shall work to establish a long-termindustry solution. (Jones, GIE
Ex. 1.00 at 24).

It is Staff's position that the FCC stated in its Oder that
it requires incunbent LECs, to the extent technically feasible, to
provi de custom zed routing which would include such routing to a
conpetitor's operator services or directory assistance platform



FCC Order at 536. Further, the FCC stated that custom zed

routing, which permts requesting carriers to design the particular
outgoi ng trunks that would carry certain classes of traffic
originating fromthe conpeting provider's custoners, is technically
feasible in many LEC switches. The custom zed routing will permt
a new entrant to self-provide OS an DA. (FCC Order at 418).

Staff further notes that this Comr ssion al so addressed the
i mportance of unbundling OS and DA in its Order in Docket 95-0458
et al.

Again, Staff reconmends that GTE be ordered to unbundle its
operator systenms to provide AT&T; with the requested network
elements. |If GIE is unable to unbundl e the network el enments due to
technical feasibility, GTE shall notify the Conmm ssion of the
[imtations of the various switches and provide a date when the
switches will be replaced or upgraded to provide the required
unbundl i ng.

Cormm ssi on Concl usi on

The Conmmi ssi on concl udes that consistent with our decision on
I ssue 17, and to the extent technically feasible, we adopt the
custom zed routing requested by AT&T;, as set forth in Section 29
and Sections 5.2.1.20 and 5.2.1.21 of Attachnent 2 to the AT&T;
I nterconnecti on Agreenent.

| SSUE 19: SHOULD GTE BE REQUI RED TO PROVI DE ACCESS TO I TS DI RECTORY
ASS|I STANCE DATABASE SO THAT AT&T; MAY PROVIDE | TS
CUSTOVERS W TH AT&T; BRANDED DI RECTORY ASSI STANCE?

It is AT&T;'s position that GIE nust provide access to its OS
and DA dat abases upon request, including access to read the
dat abase and to enter AT&T; custoner data. (FCC Order 538;
Act 251(c)(3)). AT&T; has requested access to GIE s OS/ DA
dat abases so that AT&T;'s operators can provide AT&T; -branded OS/ DA
assi stance. (Conway Direct, pp. 71-73). Meanwhile, AT&T; states
that GTE offered no evidence that such access is technically
i nfeasi ble. AT&T; notes that when it questioned Staff w tness
Gasparin, he stated that GIE had not docunented to his satisfaction
that such access is technically infeasible. (Gasparin Tr. 923).

GTE contends that it is not required to provide AT&T; access to
its DA database. At the present tinme, it is not technically
feasible for GTE to provide nmultiple user access to its DA
dat abase. GIE s obligations under the Act are limted to providing
subscriber lists for the purposes of publishing only. (47 U S. C
222(e)). GIE will not provide AT&T; access to its custoners
listings.

GIE mai ntains that once the technical issues are resolved the
costs associ ated with devel opnent, deploynent and ongoi ng operation
nmust be identified and be paid for by AT&T; (and other parties
requesting access) because it, and not GIE, will benefit fromthe
access. To inpose any of these costs on GIE would result in an
unconstitutional taking of GIE s property.

Staff avers that since GIE has not provided any substantive
evidence to the contrary, it recomends that the Conm ssion direct
GTE to provide unbundl ed OS/ DA services and branding. This
directive should be conditioned on technical feasibility. If GIE
finds that it is not technically feasible to provide the requested
servi ces, GIE should provide the Comm ssion with docunentation that



proves it is not possible to technically provision the services and
atimetable in which GIE identifies when the systens will be
repl aced or upgraded.

Cormm ssi on Concl usi on

The Conmmi ssion finds that GIE nust provide access to databases
as unbundl ed network el ements. Such a conclusion is consistent
with the FCC Order, 538. |In the event that such access is not
technically feasible, and consonant with our Order in Docket 95-
0458, et al., at 53, GIE nust submit a full explanation and show ng
regarding the problem along with specific plans and a tinetable
for achieving conpliance.

Therefore, GTE nust all ow access to its OS/ DA dat abases by
AT&T; operators so that AT&T; may provi de AT&T; - branded servi ces.
Section 19 of the AT&T; Interconnection Agreenment is adopted.

| SSUE 20: SHOULD GTE BE REQUI RED TO PROVI DE DI RECTORY LI STI NG
| NFORVATI ON TO AT&T; VIA ELECTRONI C DATA TRANSFER ON A
DAI LY BASI S SO THAT AT&T; MAY UPDATE | TS DI RECTORY
ASS|I STANCE DATABASE AND PROVI DE | TS CUSTOVERS W TH AT&T
BRANDED DI RECTORY ASSI| STANCE?

AT&T; maintains that GIE nust provision the same | evel of
quality of access to the directory assistance database as GTE
enjoys. (FCC Order 312-316, 523-525; Section 521(c)(3)). AT&T,;
states that GIE currently receives daily electronic transfer of
directory listing information. Hence, pursuant to the FCC O der
and the Act, GTE is required to provide the sane service, at the
sanme quality level that GIE receives, to the extent it is
technically feasible.

Cormm ssi on Concl usi on

Wil e both GIE and Staff state that the issue has been
resolved, it appears that AT&T; is not in agreenent.

The Commi ssion concludes that to the extent technically
feasi ble, GIE should provide directory listing information to AT&T;
el ectronically, on a daily basis. For purposes of establishing the
appropriate price, we first concur with AT&T; that this is an
unbundl ed network element. As such, the interimprice for this
el ement should follow our conclusion in |Issue 3.

| SSUE 21: SHOULD GTE BE REQUI RED TO ACCOVMODATE AT&T; ' S BRANDI NG
REQUESTS CONCERNI NG OPERATCRS AND DI RECTORY ASSI STANCE?

Though AT&T; has expressed its general intent to rely upon its
own operators in supplying |ocal services, AT&T, states that there
may be limted situations in which GTE will provide OS and DA to
AT&T; customers. Under such circunstances, AT&T; requests that these
services either be branded as AT&T; or left conpletely unbranded.
AT&T; states that if GIE were permitted to brand services resold to
AT&T;, it would confuse custoners and put AT&T; at a conpetitive
di sadvantage. Branding is critical to the devel opnent of |oca
mar ket conpetition, as it is perhaps the nost effective nmethod for
a conpeting carrier to differentiate its services fromthose of the
i ncunbent. Finally, AT&T; notes that this Comm ssion has ordered
rebranding of OS/DA in the Aneritech Wl esale Oder to the extent
technically feasible. (Wolesale Oder, p. 52).

In order for GIE to accommpdat e AT&T; brandi ng request, GIE



contends that it would be required to selectively route calls from
AT&T;'s customers to AT&T;'s platforns, requiring the installation of
separate trunk groups. This issue is identical to issues #17 and
#18.

See Staff response to Issue 19.
Comm ssi on Concl usi on

Based upon our conclusion and reasoning in Issue 19, the
Comm ssion is of the opinion that AT&T; nust be permtted to brand
its services purchased at wholesale fromGIE. At this tine, GIE
did nor present sufficient evidence denonstrating that such a
service is technically infeasible. Consequently, Section 18 of the
AT&T; Interconnection Agreenent is adopted.

| SSUE 22: SHOULD GTE MAKE SECONDARY DI STRI BUTI ONS OF DI RECTORI ES TO
AT&T; ' S CUSTOMERS W THOUT CHARCGE?

This issue has been resolved by the parties.

| SSUE 23: HOW SHOULD PI C (" PRI MARY | NTEREXCHANGE CARRI ER' OR "LONG
DI STANCE CARRI ER') CHANGES BE MADE FOR AT&T; 'S LOCAL
CUSTOVERS AND SHOULD GTE | DENTI FY PI C CHARGES SEPARATELY?

It appears that this issue has been resolved. GIE has agreed
that AT&T; will now serve as the contact between its |ocal exchange
custoner and GTE where a PIC change is required.

As an interimpolicy, until the Conmm ssion adopts rules, Staff
reconmends that the Conm ssion should follow the guidelines set out
in the FCC s recent rules and regul ati ons regardi ng sl anm ng of
i nt erexchange providers. The FCC requires that each provider
obtain a letter of authorization (LOA) fromthe end user before the
provi der contacts the end user's | ocal exchange provider to nmake
the swtch. The FCC al so outlines what it considers to be an
acceptable LOA. It is Staff's recommendation that a | ocal exchange
reseller obtain a simlar LOA in order to switch a custonmer from
the existing |ocal exchange provider to a | ocal exchange reseller.
The LOA needed to switch | ocal exchange providers should neet the
sanme requirenents as the FCC s LOA. In addition, because of the
essential nature of |ocal service, the Conm ssion may wi sh to adopt
some of the stricter standards proposed by AT&T;, such as
verification by an independent third party and a 14 day waiting
period where the reseller submts a marketing package to a
potential end user. This approach is consistent with the
Conmi ssion's order in Docket 95-0458 et al, Consol.

Cormm ssi on Concl usi on

In light of the parties' apparent resolution of this issue,
the Commission will not disturb the conclusion. The Conm ssion
states, however, that the parties nmust neet the requirenments of
Section 13-902 of the Public Uilities Act, which will becone
effective January 1, 1997. Wile the Conm ssion has yet to
establish rules pursuant to this Section, it nust be noted that
said Section provides in relevant part that:

The [Conmm ssion's] rules shall be conpatible with the
verification procedures established by the Federa
Communi cati ons Conmm ssi on under the Conmuni cations Act of
1996.



Id. Consequently, on this issue the Interconnection Agreenent
shoul d include provisions consistent with Section 13-902.

| SSUE 24: WHAT AUTHORI ZATION | S REQUI RED FOR THE PROVI SI ON OF
CUSTOVER ACCOUNT | NFOCRVATI ON TO AT&T; ?

It is AT&T;'s position that a custoner's service record may be
di scl osed for the purpose of enabling the new carrier to provide
servi ce under the exception in Section 222(d) of the Act. GIE
shoul d not refuse to execute a change "As is" service order for a
custoner switching to AT&T; |ocal service. (FCC Order 516-523;
Act 251(c)(4), 222).

AT&T; believes that custoners switching to new interLATA
carriers often desire to keep their service exactly as it was
previously, even though any particul ar custoner may not be pre-
cisely certain which services he or she actually received. In
t hose situations, AT&T; suggests that it requires the ability to
determ ne electronically and in real tinme those services currently
provided to the customer by GTE in order to specifically request
those services fromGIE. |In the alternative, AT&T; has requested
that GTE provi de a whol esal e service ordering process to provision
"Mgration As Is" orders as part of the service order.

GTE proposes that individual, witten authorization fromthe
end user is required before GIE can rel ease custonmer account
information to AT&T;. |If AT&T; were able to access directly all GIE
custoner accounts, the proprietary nature of the information
contained in the accounts woul d be jeopardi zed. GIE states that it
may not disclose this informati on without the custoner's approval.
Wiile 47 USC 222(d) does allow all carriers to use such
information for purposes related to serving their own custoners, it
does not permt release of the information to another carrier to
serve that custonmer. GIE concludes that AT&T; can not be all owed
under 47 USC 222(c) to have unauthorized el ectronic access to
GIE' s custoner accounts.

Staff states that AT&T; should have equal access to custoner
ordering information as GIE provides itself. However, such
i nformati on should only be provided after the custonmer has granted
AT&T; perm ssion to access the information. Customer perm ssion can
be given through various ways. AT&T; could receive witten
aut hori zation simlar to the manner in which primary interexchange
carrier selections are made. An alternative nethod is ora
confirmation through the use of a three-way call anong GIE, AT&T;,
and the custoner. Another nethod is through the use of a password.
For exanpl e, an AT&T; custoner service representative could ask the
custoner for his/her nother's maiden nane.

Staff maintains that the information to be provided should
include all services to GTE that the custoner subscribes to,
i ncludi ng non-regul ated services. This information is the
custoner's, and if he/she decides that AT&T; should have access to
it, then GIE should provide access. Furthernore, if AT&T; receives
confirmation fromthe custonmer to swtch from GTE to AT&T;, then GIE
shoul d provide a "m gration-as-is" service for AT&T; through
el ectroni ¢ bondi ng.

Conmi ssi on Concl usi on
A CLEC such as AT&T; does bear sone responsibility for its

entry into the local market. As such, it should be AT&T;'s
responsibility to develop and maintain its own custoner profiles



regarding a custoner's credit history. |In this way, GIE is not
exposed to the additional risk of inadvertently rel easing custoner
i nformati on which has not been authorized. To the extent
technically feasible, therefore, GIE should provide "mgration-as-
i s" service through electronic bonding for all information other
than a custoner's credit history.

Both parties should provide to their custoners, upon their
request, to the extent allowable by relevant statutes and
regul ations, the custoners' own credit histories. A reasonable fee
may be charged for this transaction.

| SSUE 25: SHOULD GTE BE REQUI RED TO PERFORM LOOP TESTI NG ON EVERY
NEW LI NE UNDER AT&T;' S STANDARD OF ACCEPTANCE, AND
PROVI DE REPORTS OF TEST RESULTS TO AT&T; ?

AT&T; needs the conplete results of |oop testing prior to the
start of service in order to provide conpetitive services. AT&T;
asserts that Section 251(c)(3) and (4) of the Act, as well as the
FCC Order (see 312, 523, 524), obligate GIE to provide at | east
an equal |evel of testing of |oops serving AT&T;'s | ocal custoners
as GTE provides for its own custoners (or those of affiliates or
other ALECs), and to report the results to AT&T; on a pronpt basis.
At the hearing, GIE agreed that for designing |oops, |oop reading
services such as | SDN or special data circuits will be provided to
AT&T; when recorded, subject to special conditioning charges.

GIE asserts that it does not routinely test every | oop on new
installations for itself, and therefore, should not be required to
do so for other carriers. GIE does not record in all cases test
results for non-designed | oops. For designed | oops such as | SDN or
special data circuits, |oop readings that GIE does record can be
offered to AT&T;. However, if there are any special conditioning
charges, AT&T; nust pay them

Staff states that GIE should performloop testing on every new
line. This is a standard procedure for a newinstallation to
assure that the Iine is in good working order.

Cormm ssi on Concl usi on

The Conmmi ssion concl udes that AT&T;'s requests relating to |oop
testing are reasonable. Again, the FCC Oder requires an ILEC to
provi de, where technically feasible, access or unbundled el enents
of higher quality. 314 1In this instance there has been no
denmonstration that AT&T;'s request is not technically feasible. So
long as AT&T; will pay the costs of this request, GIE should be able
to provide this "higher quality" |level of service. Therefore,
Section 13.1 of Attachment 2 to the AT&T; Interconnection Agreenent
is adopted to the extent that it is consistent with the
Comm ssi on's concl usi ons which resolve |ssue 61, supra. W agree
with Staff regarding Section 13.1.2.14 of Attachnment 2. This
Section should be referred to the Inplenentati on Team because the
record is unclear on the issue addressed therein.

| SSUE 26: SHOULD GTE BE REQUI RED TO PROVI DE DI ALI NG PARI TY THROUGH
RESUBSCRI PTI ON, AND | F SO, ON WHAT SCHEDULE?

It is AT&T;'s position that GIE should be ordered to provide
dialing parity inmmediately for all |ocations where GIE or its
affiliate offers interLATA | ong distance services. (FCC Rule

51.209(b); 51.211(c)).



GTE and Staff agree that the Comm ssion has al ready deci ded
this issue with the pronul gation of its resubscription rule, 83
[Il. Adm Code 773.
The Conmmi ssion has already established a schedule for all LECs
inthis state to provide dialing parity. 83 IIl. Adm Code 773.
GIE is obligated to neet the tine franmes set forth therein.

| SSUE 27: SHOULD THE CONTRACT | NCLUDE TERMS WHI CH REQUI RE GTE TO
PROVI DE RESOLD SERVI CES, UNBUNDLED NETWORK ELEMENTS,
ANCI LLARY FUNCTI ONS AND | NTERCONNECTI ON ON TERMS THAT ARE
AT LEAST EQUAL TO THOSE THAT GIE USES TO PROVI DE SUCH
SERVI CES AND FACI LI TIES TO | TSELF?

AT&T; argues that GIE nust provide services that are equal to
those it provides itself in quality, are subject to the sane
conditions, and are provided within the sane provisioning tine
intervals. (FCC Rule 51.603, 51.311(b)). Further, the quality
of access to an unbundl ed network el ement nust be superior to that
whi ch GTE provides to itself when AT&T; requests this and it is
technically feasible. (FCC Order 66, 312-316; FCC Rul e
51.311(c); Act 251(c)(2), (c)(3), (c)(4)).

GTE contends that under Section 251 (c)(2)(c), parity only
applies to interconnection; it does not appear in the Act's
unbundl ing and resal e provisions. Furthernore, existing networks
were built to accommpdate only one carrier, and alterations to
networ ks may be required to accommopdate other carriers. \Were
required, the costs of such accommodati ons shoul d be borne by the
"cost-causer", AT&T;, not the |ILEC

Staff recommends that there be explicit performance and
qual ity measures specified in the interconnection agreenment. Staff
al so recomends that, per FCC Rule 51.311(c), where technically
feasible, the quality of access to an unbundl ed network el enent
nmust be superior to that which GIE provides to itself when AT&T;
requests it and is willing to pay for the higher costs.

Staff believes it is essential that both parties understand
what performance | evel can be expected fromthe interconnection
agreenent. Explicit performance and quality nmeasures will identify
the |l evel of service AT&T; can promise its custonmers. For exanple,
if an AT&T; customer wanted to know when service would be installed,
it would not be practical for AT&T;'s custoner service
representative to respond: "We're not sure, but it will not take
any longer than it would if you were a GIE custoner."

Explicit performance and quality measures will also enable GIE
to plan and deploy its resources appropriately, and reduce
confusion and litigation between the parties. |f GIE and AT&T; are
unable to finalize specific performance benchmarks, Staff
reconmends the service quality standards contained in | CC Staff Ex.
3.01. In the event that GIE m sses a specified performnce
benchmark for three consecutive nonths, such as those contained in
Exhibit 3.01, Staff recommends a $20, 000 di scount on the price of
services, except in the case of force mmjeure.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that GTE is clearly required to
provi de services at parity with those which it provides to itself,
its affiliates and other CLECs, and that it is required to provide
greater (or lesser) quality when requested and where technically



feasible. Therefore, the agreenent should include terns which
require GIE to provide resold services, unbundl ed network el enents
ancillary functions and interconnection on terns that are at |east
equal to those that GIE uses to provide such services and
facilities to itself.

Where AT&T; requests services of a quality higher than that
provi ded by GTE, then AT&T; nust be responsible for the costs of
provi di ng that higher quality of service.

| SSUE 28: MJST GIE DEPLOY | TS RESALE AND UNBUNDLED OFFERI NGS I N
SPECI FI C TI ME- FRAMES, W TH SERVI CE GUARANTEES, AND
PROVI DE FOR REMEDI AL MEASURES FOR SUBSTANDARD
PERFORMANCE?

AT&T; asserts that GIE should have to satisfy explicit
performance and quality neasures w th acconpanyi ng renedi al
procedures. Wthout such processes GIE would be left to police
itself. GIE, as a nonopoly supplier/conpetitor, would have the
ability and possible notivation to negatively mani pul ate the
service quality of its conpetitors in order to advance its own
busi ness interests. (FCC Order 55, 970; Act 252(c)(3)).

GIE states that it is required to provide resale and unbundl ed
services on a non-discrimnatory basis. But "service guarantees”
are not required under the Act, and AT&T; has not expl ai ned how GTE
woul d recover the costs associated with such guarantees. GIE
asserts that it should not be ordered to enter into service
guarantees. GIE contends that "service guarantees" are not
perm ssi bl e under the Section 251 of the Act; and AT&T; has not
expl ai ned how GIE woul d recover the costs associated with such
guarantees. (Wod, GIE Ex. 11.00, at 34).

Staff recommends that the Interconnection Agreenent include
consequences for contract non-conformance. Staff does not believe
every potential issue between the two parties can be anticipated in
a renedi al neasure, and sone issues may still be brought before
this Conm ssion or the courts for resolution. However, a properly
constructed renedi al neasure should reduce the nunber of instances
in which the Conmm ssion or courts will be required to resolve a
di spute between GIE and AT&T;

If GIE and AT&T; are unable to finalize specific performnce
benchmar ks, Staff recommends the service quality standards
contained in Staff Ex. 3.01. In the event that GIE m sses a
specified performance benchmark for three consecutive nonths, such
as those contained in Exhibit 3.01, Staff recomends a $20, 000
di scount on the price of services, except in the case of force
maj eur e.

Cormm ssi on Concl usi on

The Conmmi ssion concl udes that the specific tinme-frames which
AT&T; proposes are reasonable. In order to ensure the tinely
i npl ementation of this agreenent, it is necessary to include a tine
tabl e upon which the parties nust adhere. Absent such, any LEC
will be less inclined to assist with the opening of its market to
conmpetition. Such a conclusion recognizes that any LEC s actions
which result in the opening of its market nmay be torpid absent the
proper incentive to carry-out its obligations.

Det ai | ed performance neasurenents are also required in the
I nterconnecti on Agreenent so that the parties have a cl ear



under st andi ng of the applicable performance neasures. The parties
are directed to finalize specific performance neasures within the
time-frame set forth below [|If the parties are unable to reach an
accommodati on on the appropriate neasures, Staff's recomended
standards will be inserted into the ultinmate agreenent.

In addition, we believe that it is necessary to ensure that
these neasures are net. To incent conpliance, we accept Staff's
proposed $20, 000 di scount on the price of services for which GIE
does not neet the quality standards.

| SSUE 29: SHOULD GTE BE COWPELLED TO PROVI DE THE SAME NUMBER OF
DI RECTORY PAGES TO AT&T; AS GIE HAS FOR I TS OMN USE FOR
BRANDED SERVI CE | NFORVATI ON?

AT&T; contends that it should be permtted to obtain this
service on the sane terns that GTE provides to itself.
Addi tionally, GIE should be required to provide AT&T;, with
reasonabl e, nondi scrimnatory access to the Custonmer Guide section
of GTE's directory for the listing of AT&T; service information
conparable to the information provided regardi ng GIE servi ces.
(Act 251(c)(4)(B); 251(b)(3)).

At the hearing, the parties agreed to accept Staff w tness
Tate's reconmendati on that GTE all ow AT&T; to provide an information
page with AT&T;'s logo in the Custonmer Quide section of GIE s
directories. This page would |ist branded service information for
things such as billing or repair.

The only issue |left unresolved was at what price AT&T; woul d
obtain its initial (single) Custonmer Cuide directory page. GIE
proposes to grant AT&T; a 35% di scount over what its ordinary
custoners woul d have to pay. AT&T; contends that GIE s proposa
fails to satisfy the nondiscrimnation requirenent of Section
251(b) (3) and 251(c)(4)(B). AT&T; states that GIE attenpts to
capture a 65% conm ssion for doing nothing nore than conplying with
t he express provisions of the Act cannot constitute
nondi scri m natory access.

GTE will list AT&T;'s critical customer contact nunbers at no
charge. GIE proposes that if AT&T; opts to purchase an additiona
page to |ist product and service information, that page wll be

billed to AT&T; at the rate of 65% of the nornal rate for a full
page yel | ow page ad.

It is Staff recommendati on that GTE include AT&T;'s
installation, repair, and custonmer service listings in the
Informati on Pages of its directories at the sane rate GIE is
charged. Additional information pages should be available for a
reasonabl e, cost-based charge.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that Staff's proposal is reasonable
and shoul d be adopted in the Interconnection Agreenent. Wth
respect to the pricing of additional information pages the
Comm ssi on concl udes that GIE s proposed discount of 35%is
reasonable. Contrary to AT&T;'s position, the Commi ssion is of the
opinion that this result does not violate the Act.

| SSUE 30: WWHAT UNBUNDLED NETWORK ELEMENTS SHOULD BE PROVI DED TO
AT&T; ?



AT&T; argues that GIE should provide the following itenms as if
they were separate network el ements:

NI D

Loop distribution

Loop concentrator/mul tipl exer

Loop feeder

Combi ned Loop

Local switching, including Data Switching, and all features
and functionality inherent to the swtch or switch
software, including, without limtation, Advanced
Intelligent Network (_AIN) triggers.

Operator Systens/Directory Assistance (OS and DA)
Dedi cated transport

Common transport

Tandem swi t chi ng

Signaling Iink transport

Signal transfer points

Servi ce control points/databases

(FCC Rul es 51.317-319; Act 251(c)(3)).

AT&T; contends that both the Act and the FCC Order inpos
explicit obligations on incunbent LECs to provide access to network
el enments on a nondiscrimnatory basis and in such a way as to all ow
mar ket entrants to conbi ne network el enents in a manner that
fosters conpetition. Wen requested, this Comm ssion nmay order
addi tional network el enments unbundled if an incunbent LEC fails to
denmonstrate such unbundling to be technically infeasible. A
network el enment is considered technically feasible "absent
technical or operational concerns that prevent the fulfillnment of
a request by a telecommunications carrier." (FCC Rule 51.5).

AT&T; contends that GIE has not shown that it is technically

i nfeasible to provide the network el ements requested by AT&T;
Furthernmore, GIE s definition of technical feasibility appears to
be i nappropriately broad: GTE has nade clear that it considers
technical feasibility to go beyond nechani cal or engineering
factors and to include considerations of econom c cost and ot her
vari abl es having nothing to do with technical feasibility.
Technical and economic feasibility are treated as separate concepts
(see, e.g., 47 U.S.C. 254(h)(2)(A)), and AT&T; opines that
Congress' choice of the words "technical" and "feasible" cannot be
reasonably read to include matters of cost or general practicality.
(See FCC Order 201-03).

GTE maintains that it should unbundl e and provi de access to
the follow ng network el enents: (1) the network interface device
("NID"); (2) the local loop (the transm ssion facility which
extends froma main distribution franme to the custoner prem ses);
(3) the port (the line card and associ ated peri pheral equi pnent on
a GTE end office switch that serves as the hardware term nation for
the custoner's exchange service on that switch and generates dia
tone and provides the custoner a pathway into the public sw tched
t el ecommuni cati ons network); (4) Transport (the transm ssion
facility which extends froma main distribution frame ("MDF") to
ei ther another MDF or a neet point with transport facilities of
AT&T; (5) Signaling systens; and (6) the 800/888 database and LI DB
(dat abases for 800 information and line information).

GTE contends that these elenents will enable AT&T; to conpete
effectively in the | ocal exchange marketplace. Al so, unbundl ed
transport should be provided under the rates, terns and conditions
of the GTE EIS tariff. Several of the specific elenents AT&T; wants



GTE to unbundl e are discussed and resolved in greater detail in
| ssue 33- 36.

Staff contends that, a mninmm GTE should be required to
offer the follow ng unbundl ed conbi nati ons:

(1) Unbundled loop (2 wire, 4 wire, COPs, |SDN);
(2) Unbundl ed switch;
(3) Unbundled interoffice transport.

The unbundl ed |l oop is the transm ssion path fromthe network
interface at an end user's prem ses to a distribution frane,
digital signal cross-connect panel or a simlar demarcati on point
at the end office. The unbundled switch is all services and
functionalities that are provided by a switch or end office. These
services include: telephone nunber and directory |isting;

di al t one; announcenents; access to operators, usage, and

i nt erexchange carriers; originating and term nating sw tching;
customcalling features (call forwarding, call waiting, etc.); and
CLASS features (caller ID, call return, etc.). Interoffice
transport is the transport of usage froman unbundled switch to
another switch or to an I XC s point of presence ("POP'). The
unbundl ed switch was addressed in Docket 95-0458 et al., Consol.
where the Comm ssion required Aneritech and Centel to provide
unbundl ed switching consistent wwth Staff's recommendati on. GTE
shoul d be required to provide the unbundled switch in the sane
manner as required by the Conm ssion in Docket 95-0458 et al.
Consol .

Cormm ssi on Concl usi on

In our Order in Docket 95-0458 et al., we adopted Staff's
proposed | ocal switch platformwhich defined what needs to be
unbundl ed.

| SSUE 31: TO WHAT EXTENT SHOULD AT&T; BE PERM TTED TO COVBI NE
NETWORK ELEMENTS?

AT&T; asserts that there should be no restrictions onits
ability to conbine network elenents. AT&T; has requested a total of
ei ght different conbinations of unbundl ed el enents:

Unbundl ed Network El ements Platformw th Operator Systens
Unbundl ed Network El ements Pl atform w t hout Operator
Systens

Loop Combi nati on

Loop/ Net wor k Combi nati on

Swi t chi ng Combi nation No. 1

Three ot her network el enent conbi nati ons woul d be subject to a Bona
Fi de Request process:

Swi t chi ng Combi nati on No. 2
Swi t chi ng Combi nati on No. 3
Swi tched Data Services

(FCC Rule 51.309, 51.315; FCC Order 292-94, 328-331; Act
251(c)(3)).

AT&T; states that GIE is required to provide unbundl ed network
el enments to new entrants such as AT&T; "in a manner that all ows
requesting carriers to combi ne such elenments in order to provide .

tel ecomuni cations service." (Act 251(c)(3)). This



requi renment has been reinforced by the FCC, which found that the
Act enabl es new entrants to conbine elenents in any manner they
choose, and to connect the elenents to any equi pnent they own.
(FCC Order 292-97). The conbinati ons AT&T; seeks are al
technically feasible and required for AT&T; to conpete effectively
agai nst GIE. GIE has not provided any evidence denonstrating that
t he conbi nati ons requested by AT&T; are not technically feasible.

GTE avers that AT&T; should be permtted to conbi ne network
el enents it purchases fromGIE with its own el enents, subject to
certain terns and conditions. AT&T; nmay | ease and interconnect to
what ever of these unbundl ed elenents it chooses, so | ong as AT&T,
does not conbi ne unbundl ed network el enents purchased from GIE to
bypass resale offerings. AT&T; may conbi ne these unbundl ed el enents
with any facilities or services that AT&T; may itself provide,
pursuant to the followng ternms: first, the interconnection shal
be achi eved by expanded interconnection/ collocation arrangenents
AT&T; shall maintain at the wire center at which the unbundl ed
services are resident; and second, that each |oop or port el enent
shall be delivered to AT&T;'s collocation arrangenent over a
| oop/ port connector applicable to the unbundl ed services through
other tariff or contract options; and third, AT&T; shall conbine
unbundl ed el enents with its own facilities but shall not reconbine
GTE unbundl ed el enents. (Seaman, GTE Ex. 14.00 at 14).

Wth respect to the switch, GIE states that it will provide
the port. "Unbundling the switch”" is a term AT&T; has coined to
describe what it wants: a la carte access to each switch function
and feature. GIE argues that there are several problens with
AT&T;'s approach. First, such unbundling is not technically
feasible at this tine, and it ignores the [imtations on switch
capacity. Second, it ignores the trenendous cost that woul d be
associated with trying to develop these features into a-la-carte
menu sel ections; they currently are not configured in that manner.
Third, AT&T; would be able to avoid payi ng access charges. (Seanman
GTE Ex. 14.00 at 15).

It is Staff's position that Section 251(c)(3) states that
carriers purchasing unbundl ed network el enments shall be able to
conmbi ne such elenments in order to provide tel econmunications
service. Therefore, a carrier could selectively purchase unbundl ed
| oops, unbundled switch, and transport to provide tel ecomuni -
cations service. |In addition, the FCC recogni zed the unbundl ed
switch conbined with an unbundl ed | oop and interoffice transport
woul d pronote efficient utilization of the network. Therefore,

Staff believes there should be no restrictions inposed on AT&T; with
respect to conbi ning network el enents.

Cormm ssi on Concl usi on

In interpreting the Act, the FCC Order specifically allows for
a conpany such as AT&T; to conbine network elenents in any fashion
it deens appropriate; 1) so long as such conmbination is technically
feasi ble and 2) where such conbi nati on woul d not underm ne the
ability of other carriers to access unbundl ed el ements or
interconnect with the ILEC s network. (FCC Order 296). 1In the
event that such a conmbination is not technically feasible, GIE nust
submt a full explanation and showi ng regarding the problem along
with specific plans and a tinetable for achieving conpliance.
Therefore, absent any denonstration that provision of this service
is technically infeasible, AT&T;, should be permtted to order from
GTE t he combi nati ons AT&T; has requested in its Interconnection
Agr eement .



The Conmi ssion notes that all ow ng any conbi nati on of network
el enments may result in a CLEC avoiding an | LEC s access charges.
Agai n, however, we are required to follow the FCC s Oder and w |
therefore inpose no restrictions or limtations on the sale or use
of unbundl ed network el enents.

| SSUE 32: SHOULD AT&T; BE PERM TTED TO REQUEST A COVBI NATI ON OF
NETWORK ELEMENTS WH CH WOULD ENABLE | T TO REPLI CATE ANY
SERVI CES GITE OFFERS FOR RESALE?

AT&T; argues that is should be entitled to request such network
el ement conbinations and cites to the FCC rules and the Act in
support of its position. (See FCC Rules 51.309, 51.315; FCC
Order 292, 328-329; Act 251(c)(3)). AT&T; states that
i ncunbent LECs, such as GTE, are barred frominposing limtations,
restrictions, or requirenents on requests for, or the use of,
unbundl ed network el ements that would inpair the ability of a
requesting tel ecommuni cations carrier to offer a tel econmunication
service in the manner the requesting carrier intends. (FCC Rule
51.309). There is no basis for denying AT&T; the right to reconbine
unbundl ed el enents to replicate any service GIE offers for resale.
Such a restriction was specifically rejected by the FCC. (FCC
Order 292, 328-31).

GTE asserts that to allow AT&T; to repackage (or "rebundl e")
GIE' s unbundl ed el emrents would elimnate the distinction the Act
makes between resal e and unbundl ed el enents. Therefore, AT&T;
shoul d not be all owed to conbine network el enents in order to
replicate services GIE offers for resale because it would create
tariff arbitrage.

Staff outlined four conbinations of unbundl ed el enents
avail abl e on a conbi ned basis which AT&T; requested that GIE offer.
Staff contends that any further unbundling of GIE' s network shoul d
be addressed through a bona fide request process.

Staff further contends that the ability to reconbi ne network
el enents to provide tel econmunications services does not bias
facilities based conpetition or resale conpetition because the
unbundl ed platformallows a conpetitor to nake a nmake or buy
deci sion. Setting the unbundl ed platformrate based on forward-
| ooki ng econom ¢ cost plus a reasonabl e amobunt of contribution to
cover common cost will allow new LECs to nmake an econoni c deci sion
based on the cost of providing | ocal exchange services, to be a
reseller or a facilities based conpetitor.

Cormm ssi on Concl usi on

The Conmmission is of the opinion that Section 251(c)(3) does
not allow an ILEC to inpose any restrictions or limtations on the
sal e or use of unbundl ed network el ements. This is a position
whi ch has al so been adopted in the FCC Order, 292. Therefore,
AT&T; should be permtted, without limtation or restriction, to
request a conbination of network el enents that would enable it to
replicate for resale any services offered by GIE

| SSUE 33: | S SUB-LOOP UNBUNDLI NG TECHNI CALLY FEASI BLE, AND | F SQ
UNDER WHAT TERMS AND CONDI TI ONS SHOULD | T BE OFFERED?

It is AT&T;'s position that |ocal |oops should be unbundl ed
into loop distribution, |oop concentrator, multiplexer, and | oop
feeder subject to market demand on an individual case basis. In



the Central Region, AT&T; has proposed that a Bona Fi de Request
process be used. (FCC Order 391; FCC Rule 51.317). Subl oop

el enents are those elenents that make up the unbundl ed | ocal | oop.
The subl oop elenents identified in this proceeding are Loop

Di stribution, Loop Concentrator and Loop Feeder. AT&T; has not
requested that GIE neke avail able as a standard offering subl oop

el ements, but has instead asked this Commi ssion to find that

di saggregation of these |oop elenents is technically feasible, such
that AT&T; could order themon a bona fide request basis.

GTE contends that subl oop unbundling is not technically
feasible in all instances and, therefore, such subl oop unbundling
shoul d be offered only on a case-by-case basis. Sub-|oop
unbundling is very fact-dependent and site-specific; therefore, GIE
shoul d not be required to sub-Ioop unbundl e on a conpany-w de
basis. GIE, however, agreed to provide as separate unbundl ed
el enments the |l oop distribution, |oop concentrator, and | oop feeder
on an individual case basis where technically feasible, and where
AT&T; pays all the costs associated with such unbundling.

Staff took the position that GIE should be required to offer
unbundl ed | oops, unbundl ed swi tch, and unbundl ed transport, with
and wi thout operator services and directory assistance. Any
further unbundling of GIE s network shoul d be addressed through a
bona fide request process. (Staff Ex. 1.00 at 25).

Cormm ssi on Concl usi on

The Conmmi ssi on concl udes that absent a showi ng of technica
infeasibility, and consistent with Staff's position, GIE should be
required to offer unbundl ed | oops, unbundl ed sw tch, and unbundl ed
transport, with and w thout operator services and directory
assi stance. Meanwhile, any further unbundling of GIE s network
shoul d be addressed through a bona fide request process.

| SSUE 34: WHAT SHOULD THE UNBUNDLED SW TCH ELEMENT | NCLUDE?

AT&T; requests all features and functionalities inherent to the
switch or swtch software, but has agreed to withdraw its demand
for Advanced Intelligent Network (_AIN) triggers. AT&T; asserts
that Section 251(c)(3) requires GIE to provide nondi scrim natory
access to all network el enments on an unbundl ed basis, and Section
153(29) of the Act defines "network elenent” to include al
"features, functions, and capabilities that are provided by neans
of such facility or equi pnent including subscriber nunbers,
dat abases, and signaling systens." AT&T; states that GIE has
refused full access to its switches, arguing instead that it need
only provide access to the switch port to satisfy its unbundling
obl i gati ons.

GTE contends that the switch el enent should include the port,
whi ch provides AT&T; with basic switch functionality as well as
access to all switching functions. Access to the port will enable
AT&T; to compete fully in the local telecomunications market. Wth
this access, AT&T; can choose the type of switching services it
wants from GITE _ such as vertical features _ and purchase these
services separately. GIE argues that the unbundled sw tching
el ement does not include all features and functionalities inherent
to the switch or swtch software.

GIE s position on switch unbundling may be summarized as
follows: first, vertical features are services, not elenents, and
t heref ore need not be unbundl ed. Second, even assum ng vertica



features are elenments, the FCC s default proxy rates do not

i ncluded the costs for such features; in fact, the cost studies the
FCC relied upon included only the basic switching feature, not any
other features or functionalities. Third, if GIE were required to
make avail able all the features and functionalities a switch is
capabl e of providing to all requesting carriers, it would need to

i ncrease substantially its switch capacity.

Cormm ssi on Concl usi on

Wth respect to this issue, the Comm ssion adopts the
conclusion and analysis set forth in Issue 30. |In addition, the
Conmi ssion relies on the FCC Order which determ ned that when an
unbundl ed switch is purchased, all features, functionalities and
capabilities should be included therein. (FCC Order 263 and
412). Qur conclusions should, therefore, be incorporated in the
final Interconnection Agreenent.

| SSUE 35: SHOULD GTE PROVI DE AT&T; W TH ACCESS TO I TS AIN, AND I F
SO, UNDER WHAT TERMS AND CONDI TI ONS?

Thi s i ssue has been resol ved.

| SSUE 36: SHOULD GTE BE REQUI RED TO EXCHANGE Al N TRANSACTI ON
CAPABI LI TI ES APPLI CATI ON PART MESSAGES BETWEEN GITE END
OFFI CES AND AT&T; SERVI CE CONTROL PO NTS VI A
| NTERCONNECTI ON OF AT&T; 'S SS7 NETWORK TO THE GIE SS7
NETWORK?

Thi s i ssue has been resol ved.

| SSUE 37: SHOULD GTE PROVI DE AT&T; ACCESS TO GIE_S SS7 SYSTEM AND
| F SO AT VWHAT PO NTS AND UNDER VWHAT TERMS AND
CONDI Tl ONS?

Thi s i ssue has been resol ved.

I SSUE 38: IS GTE REQUI RED TO PROVI DE UNBUNDLED S| GNALI NG ELEMENTS
(STP, ACCESS TO SCP DATABASES, LINKS, ETC. ) AT COST- BASED
RATES? |S ACCESS TO GIE' S SCP DATABASE AN UNBUNDLED
NETWORK ELEMENT AS DEFI NED IN THE ACT?

During the evidentiary hearings the parties resolved al
aspects of this issue but the price to be charged for AT&T;'s access
to unbundl ed signaling elements. Wat remains in dispute is the
i ssue of cost-based rates for these el enents.

We have resol ved pricing issues for unbundl ed network el enents
previously. (See Issue 3, supra.). The interimprices established
in lssue 3 wll remain in effect until final prices are established
i n Docket 96-0503.

| SSUE 39: SHOULD AT&T; HAVE ACCESS TO GTE'S UNUSED TRANSM SSI ON
MEDI A (" DARK FI BER") ?

AT&T; contends that unused transm ssion nedia shoul d be nmade
avail able. There is a presunption in favor of unbundling if it is
technically feasible. (FCC Order 281). Further unbundling is to
be decided by the state conm ssions. (FCC Order 427). Dark
fiber is unused transm ssion nedia (e.g., optical fiber, copper
tw sted pairs, coaxial cable), which have no |ightwave or
el ectroni c transm ssion equi pnment termnated to operationalize its
transm ssion capabilities. The FCC declined to address the



unbundl i ng of an incunbent LEC s dark fiber, stating that it |acked
"informati on on whether dark fiber qualifies as a network el enent."”
(FCC Order 450). It left to individual states the task of
deci di ng whet her to unbundle dark fiber. (FCC Order 366).

It is AT&T;'s position that dark fiber is a network el enent and
that it is technically feasible to provide access to dark fiber
AT&T; further states that GIE did not dispute that the provision of
dark fiber is technically feasible. |Instead, GIE responded only
that, according to its construction of the Act, dark fiber is not
a network el enent, and thus, need not be unbundled. The only issue
is thus whether dark fiber qualifies as a network el enent.

GTE answers in the negative to this issue. GIE argues that,
in relevant part, 47 USC 251(c)(3) requires that GIE provi de AT&T;
nondi scrim natory access to network el ements on an unbundl ed basis
at any technically feasible points. A "network elenment” is a
"facility or equipnment used in the provision of a telecommuni-
cations service." (47 USC 153(45)). Inasnuch as "dark fiber" is
not used in the provision of a tel ecommuni cations service, GIE is
not obligated under the Act to provide AT&T; access to said dark
fiber.

GIE states that the Act defines a "network element” as a
"facility or equipnment used in the provision of a telecommuni-
cations service. (47 USC 153(45)). GIE maintains that fiber
circuits nmust be "lit" to be used. "Dark" fibers are unlit and are
not in use to provide a tel ecomuni cati ons service. Therefore,
"dark" fiber does not neet the statutory definition of a "network
el ement . "

Staff pointed out that the FCC Order at 51.5 defines a
network el enment to include, anong other features, functions and
capabilities, the function of transm ssion which is the function of
dark fiber. (Staff Ex. 2.00 at 13-15).

It is the reconmmendation of Staff that the Conmm ssion direct
GITE to provide dark fiber to AT&T; upon a bona fide request from
AT&T;. Cdearly, dark fiber, when activated by its el ectronics,
provides a transm ssion nedium Al low ng AT&T; to utilize dark
fiber will provide another transm ssion nmediumfor AT&T; to use and
t hereby pronote conpetition

Cormm ssi on Concl usi on

The Conmmi ssion concludes that this record supports a finding
that dark fiber is a network el ement which should be provided upon
a bona fide request from AT&T;. Thus, unused transm ssion nedi a
fi ber should be nmade avail able to AT&T; upon a bona fide request
from AT&T;. Section 4 of Attachment 3 to the AT&T; |nterconnection
Agr eement shoul d be accept ed.

| SSUE 40: SHOULD GTE BE REQUI RED TO PROVI DE BOTH DEDI CATED AND
COVMON LOCAL TRANSPORT TO AT&T; ON AN UNBUNDLED BASI S?

AT&T; contends that dedicated and common transport shoul d be
unbundl ed and provided at TELRIC prices. (FCC Order 440, 443,
444). Dedicated transport provides an interoffice transm ssion
pat h between two AT&T; -desi gnated | ocations, such as two GTE centra
offices or a central office and an AT&T; network component. Conmon
transport is an interoffice transm ssion path between GIE network
elements that carries the traffic of nore than one carrier. AT&T,
asserts that GIE has offered no support for its claimthat it is



technically infeasible to unbundl e dedi cated and comon | ocal
transport. |Instead, GTE suggests that AT&T; obtain dedicated and
common transport from GIE' s access tariffs at the rates and terns
specified in those tariffs.

GIE states that it should provide dedicated transport and
common | ocal transport as separate itens out of its access tariff.
GTE al ready provi des dedicated transport and common | ocal transport
as single itenms in its access tariff. These services are already
provi ded on a whol esal e basi s.

Staff contends that Upon review of the FCC Order at 440, 441
and 442, it is clear that the FCC requires the incunmbent to
unbundl e the interoffice transmssion facilities and that the rates
and charges are to be consistent with the Federal Act. Therefore,
Staff recommends that GIE be directed to conply with the Federa
Act in its rates and charges for these el enents.

Cormm ssi on Concl usi on

The Commi ssi on concl udes that, based upon the FCC Order as
di scussed above, GIE should be required to provide AT&T; with
dedi cated and common | ocal transport as an unbundl ed network
elenment. As for the interimprice for this unbundl ed el enment the
Comm ssi on adopts GIE s proposed TELRICs found in GTE Ex. 9,
attachment 3. The two qualifications to this price is that there
shoul d be no inclusion of non-forward-I| ooking conmbon costs as
cal cul ated by GIE or any type of EUC in the interimprice. This
gqualification is consistent with our conclusion in |Issue 3.

| SSUE 41: ARE OPERATOR SYSTEMS (I.E., GIE-PROVI DED OPERATOR
SERVI CES AND DI RECTORY ASSI STANCE) SEPARATE NETWORK
ELEMENTS THAT GTE SHOULD BE REQUI RED TO UNBUNDLE?

AT&T; opines that 536 of the FCC Order requires that
i ncunbent LECs unbundl e operator services and directory assiStance
to the extent technically feasible. Oher LECs have agreed to
of fer these services on an unbundl ed basis, using varying technical
solutions. (Act 3(a)(45); FCC Order 536; Act 251(c)(3)).

AT&T; states that Operator Systens are systens which provide
operator and automatic call handling and billing, special services,
custoner tel ephone listings and optional call conpletion services.
Operator Systens conprise two end-user services: (i) OGS, which
provi de operator handling for call conpletion, operator or
automated billing assistance after a custoner has dialed a nunber
and speci al services, including Busy Line Verification, Operator-
Assisted Directory Assistance and Rate Quotes; and (ii) DA, which
provi des | ocal custoner tel ephone nunber listings, with the option
to conplete the call at the caller's direction.

AT&T; alleges that GIE has acknow edged that it is technically
feasible to unbundle GIE's OS/ DA services. The FCC has concl uded
that OS/DA is one of the m ni mum network el enents that should be
unbundl ed. (FCC Rule 51.319(g)). Mreover, AT&T; notes that this
Comm ssion required Anmeritech to provide OS/DA to AT&T; in its O der
entered in the Wol esal e Docket. (Docket 95-0458, et al., Oder at
45). We are infornmed that many i ncunbent LECs provide other
i ncunbent LECs with OS/ DA currently.

GTE argues that operator systens are not separate network
el enments that need to be unbundled at this tinmne. GIE refers to the
di scussion of its position under |ssues 17, 18, and 109.



On this issue, Staff reasserts the position it presented in
| ssue 17.

Cormm ssi on Concl usi on

The Conmmission is of the opinion that its conclusion and
anal ysis set forth in Issue 17 should be adopted as the sane for
this Issue.

| SSUE 42: WHAT ARE THE APPROPRI ATE | NTERCONNECTI ON PO NTS FOR THE
TRANSPORT AND TERM NATI ON OF TRAFFI C?

AT&T; argues that it nust be permtted to design its network
architecture and specify the interconnection points and trunking
arrangenents, including the ability of inter connecting at GIE end
of fices and access tandens AT&T; deens nost appropriate. This
shoul d include the ability to use two way trunk groups and m X
traffic on those trunk groups. |If GIE denies a request for a
particul ar method of obtaining interconnection, GIE nust prove to
the state commission that the requested nmethod is not technically
feasible. (FCC Rule 51.321; Act 251(c)(2)).

The parties disagree as to what the Act requires. GIE
contends that AT&T; may interconnect with GITE at any of the m ni mum
technically feasible points required by the FCC, but only where
such interconnection will not threaten network reliability or
security. AT&T;, however, is responsible for all the costs of
i nt erconnecti on.

Staff cites FCC Rul e 51. 321 which provides that:

"...an incunbent LEC shall provide, on terns and conditions
that are just, reasonable and nondi scrimnatory in accordance
with the requirenents of this part, any technically feasible
nmet hod of obtaining interconnection or access to unbundl ed
network el ements at a particular point upon a request by a

t el econmmuni cations carrier.".

Based on this Rule, Staff argues that GIE should be ordered to
adhere to the requirenents of this Rule which also sets forth the
met hods required in claimng that a particular prem se is not
avail abl e due to technical reasons or space |limtations.

Cormm ssi on Concl usi on

The Commi ssion concludes that the Rule Staff cites is
applicable to GTE. As such, absent denonstration that AT&T;'s
request is unreasonabl e, GIE nust provide interconnection where
AT&T; requests. In this instance, GIE has not established that
AT&T; " s requested interconnection nmethods are technically infeasible.

W note, however, that the FCC Order allows for the
consi deration of network reliability in determ ninng whether access
at a particular point is technically feasible. 198.

Therefore, subject to the technical feasibility considerations
cited above, the Comm ssion approves the interconnection nethods
set forth in Sections 36 through 42 of the AT&T; Interconnection
Agreement. |In addition, the Conpanies nust abide by existing
Comm ssion rules, including 83 Ill. Adm Code 725.

| SSUE 43: SHOULD GTE BE REQUI RED TO PROVI DE TANDEM TO- TANDEM
SW TCH NG FOR THE PURPCSE OF TERM NATI NG AT&T; LOCAL AND



| NTRALATA TRAFFI C?

AT&T; contends that it should be permtted to switch traffic
tandemto-tandemon GIE s network. |t argues that tandem swi tching
unbundling is technically feasible. (FCC Order 425). AT&T; has
requested the ability to interconnect with GIE in GIE s individua
end offices or at tandem switches. AT&T; seeks this flexibility
because, unlike an existing i ndependent tel ephone conpany, AT&T;
will be serving nultiple locations in GIE s territory using
potentially w dely-deployed, multiple switches. AT&T; notes that
GTE does not argue that such interconnection is technically
infeasible -- in fact, GIE admits that interconnection arrangenents
such as AT&T; has proposed are commonpl ace. Rather, AT&T; submits
that GTE "cannot agree to this kind of interconnection agreenent”
because it believes that AT&T;, has not agreed to a billing
arrangenent that allows it to recover all its costs related to
inter-tandemtraffic.

GTE proposes that it shall provide tandemswi tching if AT&T;
i nterconnects at the GIE tandem but need not provide
tandemto-tandem switching until such tinme as (1) AT&T; has entered
into one of the existing intraLATA toll conpensati on nechani sns
(e.g., ITAC); or (2) signaling and AVA record standards support the
recognition of multiple tandem sw tching events. In this way, the
parties can ensure proper billing for inter-tandem sw tching.

Staff recommends that the services should be provided, upon
AT&T; providing a bona fide request. Accordingly a nmechani sm shoul d
be devel oped so that costs may be recovered by GIE where
appropri ate.

Cormm ssi on Concl usi on

As noted above, the parties have agreed to allow AT&T; to
provi de tandemto-tandem switching. As to the appropriate billing
met hod, we concur with GIE that signaling and AVA record standards
shoul d be utilized. The use of such records is the standard
i ndustry practice. The Conm ssion does not believe that this is
the appropriate forumto evaluate the nmerits of current industry
billing nethods.

| SSUE 44: HOW SHOULD THE COST OF ACCESS TO OSS BE RECOVERED?

AT&T; argues that GIE is required to provide conpeting carriers
wi th non-discrimnatory access to operation support systens ("0OSS")
functions under just, reasonable and nondiscrimnatory terns. The
costs associated wth OSS interfaces should be recovered on a
conpetitively neutral basis. (FCC Order 516-517; Act 251(c)).

Wiile GTE will devel op such "el ectronic bondi ng" required by
the Act to access necessary operations support systens functions,
it isentitled to recover all of its costs resulting fromthe
design, testing, devel opnent, inplenentation and ongoi ng support of
such gateway access. GIE states that it will have no use for the
el ectronic interfaces it devel ops for AT&T;

I f the Conm ssion decides to treat OSS as an unbundl ed network
el ement -- which GIE strongly urges the Conm ssion not to do -- GIE
contends that the pricing should be determ ned by applying its
TELRI C nodel. Under TELRIC pricing, all of the devel opnent costs
for these interfaces are to be paid by AT&T;. These devel opnent
costs are nonrecurring costs and should be structured within the
pricing of the total operations system network el enment pricing



(that would al so include usage) so as to be recovered by GTE within
three years. (Wod, GIE Ex. 11.00, p. 31, |. 20 - p. 32, |. 9)

GIE submits that the correct course of action for this
Conmi ssion to take is to order the ALECs--in this case, AT&T;--to
pay GIE all of its costs associated with the design, testing,
depl oynment, inplenentation, and ongoi ng support for their requested
access to GIE' s GSS, including both interimand | ong-term neasures.
These paynents to GIE woul d, of course, be in addition to any
licensing fees AT&T; mght need to pay the third-party owner of
GIE' s OSS. The Commi ssion should al so recogni ze that GTE cannot
produce firmcost estimates until after industry standards have
been set and the carriers supply GIE with their access
speci fications.

Staff contends that the cost of OSS should be recovered in the
manner in which they are incurred. This approach is consistent
with the Commission's Order in Docket 95-0458 et al., and 83 II1.
Adm Code 791, the Conmission's cost of service rule.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that Staff's proposal should be
adopted and included in the Interconnection Agreenment: thus, being
consistent with our Order in Docket 95-0458 et al. and our cost of
service rule. 83 Ill. Adm Code 791. Therefore, cost associated
with the provision of this service shall be borne by the cost
causer[s]. At this tinme, the subject electronic interface has yet
to be fully devel oped. Hence, there is no way of know ng the price
of this elenent. The final price of this elenment should be
determ ned in Docket 96-0503 and incorporated as the price for
pur poses of this Agreenent.

| SSUE 45: SHOULD GTE BE REQUI RED TO PROVI DE AT&T; ACCESS TO OSS
( OPERATOR SERVI CE SYSTEMS) THROUGH ELECTRONI C | NTERFACES?

AT&T; believes that operational interfaces nust be provided at
parity with GTE. Nondi scrimnatory access necessarily includes
access to the functionality of any internal gateway systens GIE
enpl oys in perform ng pre-ordering, ordering, provisioning,
mai nt enance, repair and billing functions for itself. (FCC Order

520-527; Act 251(c)).

GIE states that at this tine, direct access is not required by
the parties. AT&T; has agreed to accept access to OSS functions
t hrough a nationally standardi zed gateway. Since the hearing in
this matter, the parties have reached an agreenment with regard to
the timng for providing gateway interfaces. Although nationa
st andards have not been set, GIE is actively working toward
i npl ementing a gateway that m ght not be based on such standards.
It has targeted to conplete this gateway by the end of March 1997.
Once national standards are in place, GTEwill nodify its gateway
if necessary and if requested by AT&T;. It is GIE s understanding
that AT&T; has agreed to accept this interimsolution.

Staff states that GIE is obligated to provide this interface.
There are basically five separate el enents of operational support
systens: (a) Pre-service ordering, (b) Service order/provisioning,
(c) Access to the directory |isting/databases, (d) Access to repair
and nmai ntenance, and (e) Daily usage dat a.

In Staff's opinion, each of these requests are necessary in
order to establish a proper whol esal e/resal e market .



Cormm ssi on Concl usi on

The Conmmi ssi on concl udes that nondi scrimnatory access to OSS
is both technically feasible and essential to the devel opnent of a
conpetitive local service market. It is our understanding that
pursuant to the FCC Order, such a gateway nust be in place by
January 1, 1997. (FCC Order 525). Consequently, even if the
parties arrive at an agreenent on this issue, this Conmm ssion | acks
the authority to grant any extension of tinme beyond that date. The
Comm ssion therefore adopts Section 30 and the applicable
provi sions of Attachnents 4, 5, 6 and 7 to the AT&T; |Interconnection
Agr eenent .

| SSUE 46: ON VWHAT BASI S SHOULD OSS ELECTRONI C | NTERFACES BE
| MPLEMENTED?

AT&T; states that GIE should be ordered to i mediately
i npl ement a nutually acceptable real-tinme interface (gateway) for
| ocal service delivery as an interimneasure while an electronic
interface is being developed. Fully electronic interfaces nust be
provided no |ater than January 1, 1997. (FCC Order 525). AT&T;
avers that this requirenent is not discharged by offering access
that requires human intervention. (FCC Order 520, 523; Act
251(c)).

For GIE's statenent on this issue, see |ssue 45.
Cormm ssi on Concl usi on

As noted in |Issue 45, the FCC has al ready established a date
by which GIE nust be in conpliance. Therefore, we concl ude that
the inplenentation date is January 1, 1997.

| SSUE 47: SHOULD AT&T; HAVE ACCESS TO OSS PROCESSES THROUGH
ELECTRONI C | NTERFACES FOR UNBUNDLED ELEMENTS?

It is AT&T;'s position that GIE should be ordered to
i medi ately inplenment a nutually acceptable real-tine interface
(through a gateway) for |ocal service delivery as an interim
measure while an electronic interface is being developed. Fully
el ectronic interfaces nust be provided no |ater than January 1,
1997. (FCC Order 525). This requirenent is not discharged by
of fering access that requires human intervention. (FCC O der
523; Act 251(c)(3)).

For GTE' s position, see |Issue 45.
Comm ssi on Concl usi on

The Conmmission's prior decision in Issue 45 results in AT&T;
havi ng access to OSS processes through electronic interfaces for
unbundl ed el enments. Therefore, Section 30 and the applicable
provi sions of Attachnents 4, 5, 6 and 7 to the AT&T; Interconnection
Agr eement are adopt ed.

| SSUE 48: WHAT METHODS OF | NTERI M NUMBER PORTABI LI TY SHOULD GTE BE
REQUI RED TO PROVI DE?

It is AT&T;'s position that GIE shoul d provide nunber
portability through three distinct, technically feasible options:
(i) renote call forwarding ("RCF"); (ii) Local Exchange Routing
Quide ("LERG') Reassignnment; and (iii) route indexing ("RI"), in



addition to any other technically feasible nmethod in conpliance
with the FCC Orders. AT&T; requires all three options in order to
nmeet the distinctive needs of its various custoner segnents.

(Act 251(b)(2); 3(a)(46)). AT&T;, cites Section 251(b)(2) of the
Act which, it argues, obligates LECs to provide nunber portability
wherever it is technically feasible. An absence of nunber
portability, it concludes, presents an inpediment to conpetition.

It is GIE' s position that | NP can be nade avail abl e through
either RCF or DID. GIE states that neither LERG reassi gnment nor
di rect nunber route indexing ("DNRI") is appropriate. Wth respect
to DNRI, GTE states that it is not currently available over its
network. As for LERG reassignnent, GIE argues that this would
require elimnation of the industry standard for routing calls.

Staff recommends that GIE offer to AT&T; RCF and direct inward
dialing ("DID") as currently proposed by GIE for INP. In addition,
GTE shoul d offer LERG Reassignnent, also called NXX M gration.

Staff feels that GIE should not incur the cost for the short tine
Rout e I ndexi ng woul d be used pending inplenentation of the |ong
term nunber portability solution. |In addition the FCC recognized
that the capability to provide RCF and DI D nunber portability

al ready exists in nost of today's network's and no additional
upgrades are necessary.

Cormm ssi on Concl usi on

Based upon our review of the facts herein the Comm ssion
concl udes that GIE should offer to AT&T, RCF, DI D and LERG
reassignnent for INP. The costs associated with DNRI are not
defined in the record. It is clear, however, that the costs to
i npl ement DNRI may be significant. Considering that we are only
establishing an interimsolution pending final FCC action, the
Comm ssion is of the opinion that GIE should not be obligated to
i npl ement the proposed DNRI sol ution.

Wth respect to LERG reassi gnnent, the Conmm ssion is not
per suaded by GIE s argunents on this point. LERG reassignnment is
technically feasible. Mreover, there is no evidence that the
costs involved will be significant. GIE, therefore, is required to
provi de LERG reassi gnment as an | NP opti on.

While RCF, DI D and LERG reassi gnment may not suffice in al
ci rcunst ances, the Comm ssion believes that such options will be
adequate in the interim As such, our conclusions herein should be
i ncorporated into the final Agreenent.

| SSUE 49: VWHEN AND | N WHAT Cl RCUMSTANCES SHOULD COLLOCATI ON BE
PERM TTED?

AT&T; states that GIE nust provide collocation to any
requesting tel ecommuni cations carrier. AT&T; does not dispute GIE s
right to inplenent reasonabl e security neasures; however, GIE
cannot use such nmeasures to unreasonably limt the use by AT&T; of
the collocated space. (FCC Rule 51.323; Act 251(c)(6)).

GTE proposes that AT&T; be permitted to collocate at centra
offices, service wre centers and tandem swi tches. AT&T; shoul d not
be permitted to collocate at vaults or manhol es, nor shoul d AT&T; be
permitted to collocate at renote units unless a given unit offers
routing or rating capability and has sufficient space. GIE can
i npl ement reasonabl e security neasures to protect equipnent and
facilities of GIE and other collocators. Also, GIE can reserve



space for future needs in any site where collocation is requested.
Finally, AT&T; should pay all the costs associated with collocation,
based on the "cost-causer" principle.

Staff states that the standards for physical and virtual
collocation are set forth in the FCC Rule 51.323. Basically, an
i ncunbent LEC shall allocate space for the collocation of equi pnent
of carriers within or on its premses to carriers on a first-cone,
first-served basis. Wen the space has been exhausted, the
i ncunbent carrier shall not be required to | ease or construct
addi ti onal space to provide physical collocation. An incunbent LEC
may also retain a limted anmount of floor space for its own
specific future use, provided that the incunbent may not reserve
space for future use on terns nore favorable than those that apply
to other teleconmunications carriers seeking to reserve collocation
space for their own use.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that FCC Rul e 51. 323 sets forth the
appropriate rules for collocation. In short, GIE nust provide AT&T,
the opportunity to collocate such equi pnent as set forth in the
Rul e, subject to limted considerations. Based upon this
concl usion, Sections 35.2, 35.4.1, and Attachment 3 ( 2) of the
AT&T; Interconnection Agreenent are adopted.

| SSUE 50: WHAT TYPES OF TELECOVMUNI CATI ONS EQUI PMENT MAY BE
COLLOCATED ON GIE' S PREM SES?

It is AT&T;'s position that GIE nust permt the collocation of
any type of equi pnent used for interconnection or access to
unbundl ed network el ements. (FCC Order 581; FCC Rule
51.323(b); Act 251(c)). The principal issue in dispute between
the parties regardi ng what equi prent may be collocated in GIE s
space i s whether AT&T; may col |l ocate Renpte Swi tching Mdul es
("RSMs"). AT&T; argues that, contrary to GIE's claim the FCC O der
does not foreclose the collocation of hybrid equi pnent such as
RSMs. Rather, the Order provides only that incunbent LECs are
generally not required to permt collocation of "swtching"
equi pnent because, based on information before the FCC at that
time, it was not readily apparent to the FCC that the equi pnent
woul d be used for the "actual interconnection of access to
unbundl ed network elenents.” (FCC Order 581).

GTE argues that under the | anguage of the Act, Section 251
(c)(6), AT&T; should be permtted to install only equi pnent that
nmust be near GTE network el enments in order to make interconnection
technically feasible. Such equipnent is limted to concentration
and circuit term nation equi pnent (including optical |ine
term nating equi pnent and mnul tipl exers). Concentration equi pnent
aggregates nultiple loops to a single |loop for nore efficient
transport. Term nation equipnent allows a CLEC to convert the
optical signals on its loops to electrical signals that can be used
by GIE s network equi pnent. Because current cross-connection
technology limts the maxi mum di stance between these various pieces
of equi pment, collocation is necessary and should be permtted for
concentration and term nation equi pnent. GIE asserts that no
simlar justification exists for collocating swtches, enhanced
services equi pnment and customer prem ses equi pnent.

Staff states that the equi pnment used for interconnection and
access to unbundl ed network elenents is to include, but not be
limted by, "transm ssion equi pnment, optical term nating equi pnment,



mul ti pl exers and equi pnent to term nate basic transm ssion
facilities pursuant to FCC Rul es and 64. 1401 and 64. 1402."

Cormm ssi on Concl usi on

As we have determned in the 96 AB-003/96 AB-004 arbitration,
AT&T; should not be allowed to collocate sw tching equi pmrent on
GIE s premi ses. The RSM at issue here appears to be a device that
will be used for switching. |If so, we conclude that AT&T; cannot
collocate this piece of equipnent on GIE s prem ses.

| SSUE 51: SHOULD GTE BE REQUI RED TO PROVI DE | NTERCONNECTI ON BETWEEN
CARRI ERS AT COST BASED RATES WHEN THOSE CARRI ERS ARE BOTH
COLLOCATED AT A GTE PREM SE?

It is AT&T;'s position that GIE nust permt interconnection
bet ween col | ocating tel ecomuni cations carriers on its prem ses.
(FCC Rule 51.323(h)). AT&T; cites to Section 251(c)(6) which
provi des: "physical collocation of equipnent necessary for
i nterconnection or access to unbundl ed network el ements at the
prem ses of the |ocal exchange carrier . . . ." AT&T; asserts that
the linking of two collocated carriers at the same incunbent LEC
of fice constitutes an interconnection, in that it would be used for
t he exchange of traffic, and not for the transport or termnation
of traffic. Thus, the linking of the two collocated carriers
equi pnment woul d be "necessary for interconnection” and woul d
satisfy Section 251(c)(6).

GTE asserts that the Act does not require the ILEC to all ow
cross-connection of carriers on the ILEC s prem ses for the purpose
of bypassing the ILEC s network. The purpose of collocation is
i nterconnection or access to the unbundl ed network el enents of the
| LEC. Wiere GIE does allow such interconnection, it may charge
rates based upon GIE s costs. GIE will permt the interconnection
via cross-connects of the collocated equi pnent of different CLECs
as long as the provisioning of the cross-connect by GTE or the
CLECs shall be at the option of GIE, the connected equipnent is
used for interconnection with GIE or access to GIE s unbundl ed
network el enents, space is avail able, reasonable security
arrangenents can be provided, and the CLECs pay all costs
associated with the cross-connect.

Staff sees no policy reason why GIE should be permtted to
unilaterally preclude carriers frominterconnecting with each other
in a GIE col |l ocated space. In fact, it would be inefficient to
require separate interconnection if the two carriers are already
coll ocated in the sane central office.

Cormm ssi on Concl usi on

It is the Comm ssion's understanding that GTE will allow two
conpeting carriers collocating at the sane GIE premi ses to
i nterconnect directly with each other. Further, the Conm ssion
under st ands that AT&T; accepts GIE s requirenent that the coll ocated
CLECs woul d interconnect via a GIE unbundl ed network elenent. This
bei ng the case, then GIE should price this as an unbundl ed network
element. Until a final price is determined, the interimprices
previously established for unbundl ed network el enments shall be
used. See |ssue 3.

| SSUE 52: WHAT LIMTS, IF ANY, MAY GIE | MPOSE UPON THE USE OF THE
COLLOCATED SPACE?



AT&T; states that no limts may be inposed regardi ng the use of
col |l ocated space, with the exception of reasonable security
requirenments. (FCC Order 581; FCC Rule 51.323(i)). The center
of this issue focuses on the term "necessary"” found in Section 251
(c)(6). AT&T; urges this Conm ssion to adopt the FCC
interpretation, which explained in unanbi guous terns that
"[a]l though the term ' necessary,' read nost strictly, could be
interpreted to nean 'indispensable'. . . for the purposes of
section 251(c)(6) 'necessary' does not nean 'indi spensabl e’ but
rather 'used' or 'useful.'" (FCC Order 579). AT&T; rejects GIE s
interpretation of the term"necessary"” to nean "essential." AT&T;
concludes that such an interpretation would be anti-conpetitive.

Under 47 USC 251(c)(6), GIE states that conpetitive LECs are
permtted to collocate only equi pnment that is necessary for
i nterconnection or access to unbundl ed network el enments. This
i nterconnection and any unbundl ed el enent accessed by the
conpetitive LEC nust be used to provide | ocal exchange services.
AT&T; may use col |l ocated space only to coll ocate equi pnent necessary
for interconnection or access to unbundl ed el enents under the Act,
and AT&T; must use its equipnent for offering | ocal exchange
service. Meanwhile, GTE has the right to reserve space in any
facility where collocation is sought by AT&T;

GTE maintains that it can limt the use of its space by AT&T;
to only such equi pnent that is necessary for interconnection or
access to unbundl ed network el enents as allowed by 47 USC
251(c)(6). Furthernore, as a provider of |ast resort, GIE should
be allowed to reserve a reasonabl e anbunt of space for the purpose
of fulfilling its duties.

Cormm ssi on Concl usi on

The FCC Order and acconpanying Rule set forth the paraneters
by which an I LEC, such as GIE, may Iimt the use of collocated
space. (FCC Order 579-581; FCC Rule 51.323(i). The
Comm ssi on concl udes that the FCC Rul e and analysis set forth in
the FCC Order should be applied to determ ne how col | ocated space
may be used.

| SSUE 53: DOES GIE HAVE THE RI GHT TO RESERVE SPACE FOR | TS OMN USE
OR DENY ACCESS FOR SPACE REASONS?

AT&T; argues that GIE s insistence on retaining space for
itself, based on a five year planning horizon, renders processes
for ordering and provisioning collocated space neani ngless. (FCC
Order 604; FCC Rule 51.323(a),(f); Act 251(c)(6)). To be
able to conmpete effectively, AT&T; states it requires a process that
will enable it -- as well as other new entrants -- not only to
obtain space in GIE offices and structures for its present needs,
but also to secure space (as GIE now does) based on forecasted
future grow h. AT&T; states that if GIE were permitted to reserve
space in its offices and structures on a five-year planning
horizon, it would have a effective weapon agai nst conpetition and
woul d be able to "lock-out" conpetitive LECs during that tine
peri od.

Because of its provider-of-last-resort duties, GIE contends
that it has the right to reserve space for its own use. For this
pur pose, a 5-year planning horizon for reservation of space is just
and reasonable. The real issue is what |limts to set on GIE s
right. In the past, GIE notes that this Comm ssion has allowed it
a five-year planning horizon for reserved space and facilities.



This is a just and reasonabl e pl anni ng hori zon.

Staff believes that the answer to this question should cone on
a case-by-case basis. |f GIE cannot provide the requested
col | ocated space, GIE should provide justification to this
Comm ssion of that finding. As part of its justification, any
future space which has been allocated in advance of the actual
pl acenment of equi pnent nust be justified. Al so, AT&T; should be
allowed to participate in this justification process.

Cormm ssi on Concl usi on

At the outset, the Conmm ssion believes that GTE cannot reserve
space based upon a five-year planning horizon. Wile the
Comm ssion has previously allowed GIE to work on such a schedul e,
the regulatory | andscape at both the state and | ocal |evel has been
transformed in the neantine. The Act, the FCC Order and its
acconpanyi ng Rul e does not allow for the type of reservation of
space requirenents GTE requests. (See, FCC Order, 604; Section
251(c) (6)).

GIE s right to reserve space or deny access to AT&T; nust be
consi dered on a case-by-case basis. It will be GIE s burden to
justify its actions in the regard.

| SSUE 54: SHOULD GTE BE REQUI RED TO MAKE ADDI TI ONAL CAPACI TY
AVAI LABLE TO AT&T; FOR COLLOCATION | F GTE DOES NOT HAVE
CURRENT SPACE AVAI LABLE? |F SO | N VWHAT Tl ME FRAME
SHOULD GTE MAKE SUCH CAPACI TY AVAI LABLE?

It is AT&T;'s position that GIE should not be excused from
of fering physical collocation unless there is no practical way of
of fering additional space by breaking into contiguous space, taking
AT&T; needs into account when planning renovations of existing
space, |easing additional space, or relinquishing space held for
"future use." (FCC Order 585, 605; FCC Rule 51.323(a) and
(f)). AT&T; states that "[a] process nust be established .
which will enable a new entrant to obtain space today and to
forecast for gromh that will likely occur in the future, as well
as to accommpdate the ILEC s own growth forecasts and space needs."
(Conway Direct, p. 94). AT&T; asserts that is does not require that
GTE build or | ease new space solely to provide physical collocation
space to it or other telecomrunication carriers requesting physi cal
col l ocati on space, but requires GIE to nmake every effort to accom
nodat e conpeting carriers whenever there is a practical way to do
so.

GTE argues that its duty is to provide collocation at its
prem ses. (47 USC 251(c)(6)). Cearly, the word "prem ses"
refers to an incunbent LEC s existing space, not the space (or
prem ses) that a LEC could or m ght acquire for its own benefit or
for the benefit of a third party. Gven this clear and unanbi guous
statutory | anguage, GIE believes that it should not be required to
make avail abl e additi onal space where GIE' s existing space is
insufficient to acconmodate a coll ocation request. Staff concurs
with GIE s position.

Cormm ssi on Concl usi on

The Conmmi ssion concurs with GIE that once its current space is
exhausted, it has no obligation to construct or acquire additiona
facilities to nmeet the demands of CLECs who wish to collocate.

This concl usion conmports with the FCC Order on this issue. 585.



| SSUE 55: SHOULD AT&T; HAVE ACCESS TO GIE' S POLES, DUCTS, CONDUI TS
AND RI GHTS- OF- WAY AT PARI TY W TH GIE?

AT&T; contends that GIE should be required to make conduits,
ducts, pole attachments, and rights-of-way available to AT&T; on a
basis at |east equal to which GIE provides itself. AT&T; states
that the FCC has adopted its interpretation of "non-discrimnatory”
access. (FCC Order 1157; Act 224(f)). AT&T; notes that
Sections 224(f)(1) and 251(b)(4) of the Act require LECs to afford
access to their poles, ducts, conduits, and rights-of-way to
conpeting LECs on rates, terns, and conditions that are
nondi scrimnatory. By this, AT&T; concludes, the FCC understood
that an incunbent LEC may not discrimnate in favor of itself.
(FCC Order 1157, 1170).

GTE contends that there is no provision of the Act requiring
that GTE provide access to its own poles, ducts, conduits, and
rights-of-way to conpetitive carriers "at parity" with GIE. GTE
acknow edged that it is required to treat all requesting carriers
in a non-discrimnatory manner, and GIE has agreed to do so.

Mor eover, GTE should be able to deny access to its poles, ducts,
conduits, and rights-of-way for legitimate safety, reliability and
engi neeri ng concerns.

Staff's response is that GIE nust provide access to its poles,
ducts, conduits and rights-of-way at parity. Staff states that the
Act provides that incunbent |ocal exchange carriers provide access
to poles, ducts, conduits and right-of-ways. Section 251(b)(4).
The FCC noted, in its Order at 1123, that this directive seeks to
ensure that no party can use its control of the enunerated
facilities and property to i npede, adversely or otherw se, the
installati on and mai ntenance of tel econmuni cations and cabl e
equi pnent by those seeking to conpete in such nmarkets.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that AT&T; is entitled to access to
all of GIE' s poles, ducts, conduits, and rights-of-way on a basis
at parity with that enjoyed by GIE. Again, the FCC has deli neated
that a CLEC s access to such itens nust be on par with the |ILEC
(FCC Order 1157). The Conmi ssion notes, however, that there may
be limted instances where conditions of access are inposed. (FCC
Order 1143). In the event there is disagreenment over such
condi tions, such controversy should be resolved on a case by case
basi s.

| SSUE 56: DOES THE TERM "RI GHTS- OF- WAY" | N SECTI ON 224 OF THE ACT
| NCLUDE ALL PGCSSI BLE PATHWAYS FOR COVMUNI CATI NG W TH THE
END- USER?

This issue concerns the definition or scope of the term
"right-of-way" as used in Section 224 of the Act. To the extent
that GIE owns or controls paths, AT&T; argues that GIE nust share
themw th the ALECs. |In support of this proposition, AT&T; states
that the FCC has stated that the access obligations of Section
224(f) apply when, as a matter of state law, the utility owns or
controls the pathway. (FCC Order 1123, 1178-1179, 1185). Wile
acknow edging that there is no definition of the term AT&T; defined
"right-of-way" to include easenents, |icenses, |eases or other
perm ssions, obtained fromeither public or private third parties,
for access to land or other property, including the right of access
to land and facilities owed by an incunbent LEC and the right to



use discrete spaces in buildings, building conplexes or other

| ocations. Meanwhile, AT&T; contends that GIE s definition of the
term"right-of-way"” is a narrow definition which included only the
legal right to place poles or conduits across public or private

property.

GTE maintains that the term"rights-of-way" has been incl uded
in 47 USC 224 since the statute's enactnent in 1978. 1In all this
time, the termrights-of-way has never been interpreted to include
"all possible pathways for comunicating wwth the end user.” This
term shoul d be construed in accordance with its common, everyday
meani ng. Therefore "pathways" such as cable vaults, entrance
facilities, equipnent roons, and tel ephone closets are not "rights-
of -way" within the neaning of the Act. GIE concludes that it
shoul d not provide access to such facilities.

GIE states that the areas identified by AT&T; as "pat hways" are
not part of the distribution network used to place GIE s
facilities. Rather, they are the |linking point between GIE s
facilities and the customer's prem ses equi pnment. Mbreover, such
"pat hways" generally are not owned or controlled by GTE. GIE is
able to place its equipnent in these areas through arrangenents
negotiated with the prem ses owners. There is nothing to prevent
AT&T; frommaking its own arrangenents. |In this regard, GTE has
represented that it will not discourage property owners from
agreeing to simlar arrangenents with AT&T;, nor will GTE enter into
agreenents that in any way restrict the owner's ability to grant
such access to AT&T; .

Staff concludes that the both the Act and the FCC Order at
1185, were specific in their |anguage to provide access to poles,
ducts, conduits and right-of-ways. Section 251(b)(4). The FCC
Order at 1123 explains that this directive (non-discrimnatory
access to all poles, ducts, conduits and rights-of-way owned or
controlled by the utilities) ensures that no party can use its
control of such facilities and properties to inpede conpetition.
Wth the above facts in mnd, Staff recommends that the |anguage
that specifies the four facilities as depicted by GIE be incl uded
in the interconnection agreenent. Therefore, reference to pathways
shoul d not be incl uded.

Staff agrees with GIE s position. Staff recommends that once
a bona fide request is made, and if AT&T; finds that it is being
i npeded in providing, installing and nmai ntenance of its
t el ecommuni cati ons and cabl e equi pnrent, then AT&T; should file a
conmplaint with this Comm ssion to seek resol ution

Cormm ssi on Concl usi on

The Conmmi ssion concurs with GIE and Staff that AT&T;'s use of
the term "pathways," as applied herein, is not proper. Both the
Act and the FCC Order set forth the appropriate paraneters, and
these are limted to all poles, ducts, conduits and rights-of-way.
Mor eover, the FCC declined to adopt such a broad definition when
AT&T; offered it in coments to the FCC. 1185. Therefore, the
Comm ssi on concl udes that AT&T;'s proposal for this Issue should be
rej ected.

| SSUE 57: MAY GIE RESERVE SPACE FOR I TS FUTURE USE ON I N I TS POLES,
DUCTS, CONDU TS AND RI GHTS- OF- WAY?

AT&T; does not dispute GIE's ownership rights. AT&T; asserts
that it is willing to pay a fair rent for the occupati on of these



structures, but GIE nust nmake conduits, ducts, pole attachnents,
and rights-of-way available to AT&T; on a basis that is at |east
equal to that which GIE provides for itself. (FCC Order 1157).
AT&T; argues that Section 224(f)(1) of the Act inposes a specific
duty on the owners and hol ders of poles, conduits and rights-of -way
who are "utilities" -- a definition which includes incunbent LECs
such as GIE -- to provide non-discrimnatory access to conpeting
tel ecommuni cation carriers. AT&T;'s contention is sinply that GIE
is required to make its conduits, ducts, pole attachnments and
rights-of-way available on a parity basis, and that reserving space
for its own use results in discrimnation. O herw se, AT&T,
concludes that GIE discrimnates when it reserves capacity for its
own use to the exclusion of others.

GIE asserts that it owns its facilities and is entitled to
reserve space for its future use. In fact, if GIE were not allowed
to do so, GIE would suffer an unconstitutional "taking" in
violation of its rights under the Fifth Anmendnent. Moreover, as a
public policy matter, GTE has special service obligations by virtue
of its status as the provider of last resort. Because GIE nmust be
able to serve new custoners readily, it nust always have reserve
capacity.

Finally, GTE does not agree with the FCC s concl usion that
non-electric utilities, such as GIE, are not permtted to reserve
space on their own facilities under the nondiscrimnatory access
requi rement of Section 224. GIE believes that the FCC s
concl usion, coupled with the access rate requirenents of Section
224 and the FCC s inplenenting regul ations, effect a "taking" of
GIE s property in violation of the Fifth Anmendnent of the U S
Constitution.

Staff contends that the FCC, at 1165 and 1170 address the
reservation of space for incunbent LECs regarding poles, ducts,
conduits and rights-of-way and prohibits the practice as being
di scrimnatory per Section 224(f)(1) of the Act.

Cormm ssi on Concl usi on

The FCC Order clearly concludes that a LEC s reservation of
space for poles, conduits, ducts and right-of-ways is inproper and
di scrimnatory under the Act. 1170. This portion of the FCC
Order has not been stayed by the Eighth Crcuit and, thus, we find
it controlling. GIE s argunents that the FCC erred in its decision
on this issue is not properly before this Conm ssion. As such, we
reject GIE s position and concur with the positions of AT&T; and
Staff. For purposes of this issue, Sections 35 and 36 and
Attachment 3 ( 3) to the AT&T; Interconnection Agreement are hereby
adopt ed.

| SSUE 58: SHOULD GTE BE REQUI RED TO MAKE ADDI TI ONAL CAPACI TY
AVAI LABLE TO AT&T; FOR POLES, DUCTS, CONDUI TS AND ROWS | F
GTE DOES NOT HAVE SPARE CAPACI TY? | F SO SHOULD GTE
PROVI DE ADDI TI ONAL CAPACI TY W THI N A REASONABLE TI ME
FRANVE?

In sum AT&T; avers that GIE is required to expand capacity
when none is available. (FCC Order 1157, 1161-1164, 1170; Act
224(f)(1)). CGting to the FCC Order, AT&T; states that because an
i ncunbent LEC is able to take the steps necessary to expand
capacity if its own needs so require, it is required to do the sane
for other telecomunications carriers who are obviously not in a
position to nmake expansions for thenselves. (FCC Order 1161-



63). Therefore, GIE should be required to nake additional capacity
avail able to AT&T; for poles, ducts, conduits and rights-of-way if
GTE does not have spare capacity.

GIE states that this issue is alnost identical to |ssue 54.
GTE should not be required to expand its existing capacity to
accommodat e the needs of AT&T; or other requesting carriers.

Staff states that the FCC Order, at 1162, provides that
since nodifications wll be borne only by the parties directly
benefiting fromthe nodification, the utility should provide such
nodi fications. |If there are any physical limtations or safety
concerns regardi ng the expansion, GIE should nmake such a showing to
t he Conm ssi on.

Cormm ssi on Concl usi on

Both the 1996 and the FCC Order differentiate between preni ses
used for collocation and a CLEC s ability to access pol es, ducts,
conduits and rights-of-way. (Conpare, 585 with 1162). From
this the Conm ssion concludes that GTE may not deny access on the
basis of insufficient capacity without first showing that it cannot
create the necessary space by nodifying the pole, duct, conduit, or
right-of-way, or by taking other reasonable steps. However, any
costs associated wth the construction of these additiona
facilities shall be borne by the CLEC requesting such facilities.
The Conmi ssion concludes that Section 3 of Attachment 3 to the AT&T,
I nterconnecti on Agreenment is adopted subject to any nodifications
necessitated by our decisions herein.

| SSUE 59: WHAT SHOULD THE TERM OF THE AGREEMENT BE?

AT&T; asserts that the interconnection agreenment should be
binding for five years, but prices can be reopened after three
years. AT&T; opines that it is unreasonable to expect a
renegotiation after only two years. By incorporating the Bona Fide
Request, New Services process, and ADR process, sufficient
flexibility for changed conditions over a five year termon non-
price matters will be provided.

GIE sides with ICC Staff w tness TerKeurst's recommendati on
that the initial termof the proposed interconnection agreenent be
two years. (See Seaman, GTE Ex. 14.00, p. 18) Ms. TerKeurst
points out that there are areas of uncertainty in the way Staff
percei ves GIE would furnish and price interconnection and unbundl ed
network elenments. (TerKeurst, Staff Ex. 7.00 at 4). M. TerKeurst
relied upon Staff w tness Jenkins' observations that AT&T;'s
busi ness plans do not contain plans, at this time, to build |oca
facilities in GIE s Illinois operating areas; that AT&T;, has no
plans to interconnect with GTE in GITE's five Mdwestern states
within the next year; and that AT&T; has stated that there is no
i mmedi ate need for interconnecting wwth GIE for |ocal services.
(Jenkins, Staff Ex. 1.00 at 6 TerKeurst, ICC Staff Ex. 7.00 at 4).
Ms. Ter Keurst even questioned the need of the appropriateness of
i ncluding interconnection ternms in the proposed agreenent because
AT&T; ' s business plans do not include plans to build |oca
facilities. (TerKeurst, Staff Ex. 7.00 at 5).

Conmi ssi on Concl usi on
The Conmmi ssion concl udes that the appropriate termfor this

Agreement should be three years. W believe that such a term
stri kes a bal ance which conbines stability for a new entrant such as



AT&T;, while recognizing that the near future may create other
unknown circunstances which will inpact GTE and/or AT&T; thus
necessitating substantial nodification to the existing agreenent.

The Conmi ssion recogni zes that this termis different fromthe
one established in our arbitration decision in 96 AB-003/96 AB-004.
However, not only are the parties to this proceeding different, the
operating characteristics, market strategies and incentives before
the parties appear to be quite disparate fromthose in the other
pr oceedi ng.

One final note, the Comm ssion is concerned about what w |l
transpire upon the expiration of the three year termfor this
Agreement. Cbviously, we do not want a situation where | ocal
exchange conpetition will be negatively affected due to the | apse
of this Agreenent. To this end, we direct the parties to include
in the ultimate Agreenment a provision which will allowthis initial
Agreement to remain in full force and effect pending the execution
and i npl enentati on of a superseding interconnection agreenent.
Wthin ninety days prior to the term nation of the interconnection
agreenent, AT&T; is directed to present a request for a supersedi ng
i nterconnection agreenent with GIE. The Comm ssion believes that
such a provision will ultimately protect the custoners and the
mar ket during a tinme when they will be continuing to acclimate to
t he concept of |ocal exchange conpetition.

| SSUE 60: SHOULD THE AGREEMENT BE | MPLEMENTED W THOUT | MPAI RI NG
GIE'S RIGHT TO FI LE TARI FFS I N THE NORVAL COURSE OF
BUSI NESS?

AT&T; does not dispute GIE s right to file tariffs. AT&T;
di sagrees with GIE s assertion that a tariff may supersede or
change any ternms of an Interconnection Agreenent between AT&T; and
GIE. But to the extent that a tariff or other agreenent provides
nore favorable terns, these should be provided to AT&T; on a non-
discrimnatory basis. (FCC Rule 51.809; Act 252(i)).
Therefore, AT&T; believes that the Interconnection Agreenment should
define the duties and obligations of the parties for its five-year
term and that GTE can not be permtted to unilaterally obtain
changes in the contract ternms through the filing of tariffs with
t hi s Conm ssi on.

GTE contends that, as a regulated entity, it has both a right
and an obligation to file tariffs that are not superseded by the
Act. |If AT&T; believes that a particular tariff filed by GIE
inmproperly interferes with the parties' agreenment, AT&T; can take
appropriate action with the Conm ssion.

Under the Universal Tel ephone Service Protection Law of 1985,
220 I LCS 5/13-101, et seq., GIE has the right and duty to file
tariffs. M. TerKeurst points out that AT&T; is concerned that
later tariff filings by GTE should not supersede or change terns of
the interconnection agreenent; yet, at the sanme tine, AT&T; believes
that, to the extent a tariff or other agreenent provides nore
favorable terms, these should be available to AT&T; on a
nondi scrimnatory basis. M. TerKeurst's proposal that the issue
is a contract termby-termissue that the parties need to specify
clearly in the contract to be prepared based upon the Hearing
Exam ners' findings on the issues addressed herein is reasonabl e.
(TerKeurst, Staff Ex. 7.00 at 6).

Cormm ssi on Concl usi on



GIE should be allowed to file its tariffs in a normal course
of business. The Comm ssion concludes, however, that GIE tariffs
may not, sua sponte, supersede or change terns of the Intercon-
nection Agreenent. Clearly, where GIE offers a new retail service
it must also offer the same service at a wholesale rate. Moreover
where GTE changes its retail rate for a specific service, GIE nust
correspondi ngly change its wholesale rate for the sane service.
Consequently, there will be instances where a new tariff filing may
i npact the Agreenent. However, allowing a tariff filing to
supersede the terns of the Interconnecti on Agreenent woul d
effectively render the concepts and inplications of the Agreenent
anullity.

In the event there are certain terns that are subject to
change, it is left to the parties to identify such terns. At this
poi nt no such terns have been identified.

| SSUE 61: SHOULD THE AGREEMENT PROVI DE FOR AN ACCELERATED DI SPUTE
RESOLUTI ON PROCEDURE | N CASES OF _SERVI CE AFFECTI NG_
DI SPUTES?

The parties' approaches to dispute resolution appear to be
simlar. GIE proposed initial negotiation between the parties,
then nediation, and finally binding arbitration for unresol ved
di sputes. AT&T;'s Interconnection Agreenent provides a dispute
resolution process, including arbitration, while permtting a party
to seek a Commi ssion or FCC determ nation in appropriate
ci rcunstances. In addition, AT&T; has proposed expedited procedures
for _service-affecting_ disputes. (FCC Oder 55). The
expediting procedure appears to be at issue.

AT&T; believes that its dispute resolution does not conpronise
this Conm ssion's right and obligation to regulate the provision of
tel ecomuni cations services within Illinois. Conversely, AT&T;
asserts that GIE s proposed dispute resolution process nust be
rejected for this reason alone. As AT&T; understands the issue,
GTE s di spute resolution process does not provide for an appeal to
this Conm ssion of the arbitrator's award. This is not acceptable
to AT&T; .

GTE argues that absent the parties' agreenent, the new service
request provisions requested by AT&T; which are subject to the
alternate di spute resolution process should not be inposed on GTE.
There are in place today sufficient process before the Conmm ssion
for AT&T; to request new services to be provided by GIE which shoul d
be subject to Conmi ssion review and not to the review of an
arbitrator

GTE agrees with 1CC Staff wi tness TerKeurst's statenment that
the parties would have a wide variety of options available to them
before this Conmi ssion if disputes arise during the life of the
final agreenent. There is the right to file a conplaint with this
Comm ssion. New non-conpetitive services can be requested under
220 1 LCS 5/13-505.5. Requests for unbundling of non-conpetitive
services can be made under 220 ILCS 5/13-505.6. There exists a
bona fide request process under 83 Ill. Adm Code 790. 320 for
| oops, ports, and | oop sub-el enents.

Staff does not recommend that the Conm ssion inpose an
alternative di spute process absent an agreenent between the
parties. (Staff Ex. 7.00 at 9-10). The parties have a wi de
variety of options available if disputes arise that the parties
cannot resolve. (Staff Ex. 7.00 at 10-11; Tr. at 939). Staff



suggests that the Conmm ssion may wi sh to pursue |egislative
renmedies so that it has stronger enforcenent nechanisns. (Staff
Ex. 7.00 at 11; Tr. at 943-944).

Cormm ssi on Concl usi on

Absent an agreenent between the parties on this issue, the
Commi ssion is disinclined to i npose an ADR process on an unw | |ing
party. Each party has an assortnent of options available in the
event a dispute arises between the parties. Mreover, the
Comm ssion continues to retain its authority to oversee the |oca
exchange market. As such, we are obligated to ensure that the
providers of |ocal telecomunications services serve the public
interest. So long as we maintain such jurisdiction over these
matters, the parties can bring such disputes to this forum

| SSUE 62: SHOULD THE AGREEMENT PROVI DE FOR A MOST FAVORED NATI ONS
CLAUSE?

AT&T; states that GIE is required to nake available to it,

wi t hout unreasonabl e delay, any nore favorable terns for individual
services, network el ements, and interconnection which GIE offers to
others. (FCC Rule 51.809; FCC Order 1310, 1316; Act

251(i)). AT&T; contends that Section 252(i) of the Act requires an
i ncunbent LEC to nmeke avail able for a reasonable period of tine any
i nterconnection, service or network el ement provided under an
agreenent approved under Section 252 to which it is a party, to any
ot her requesting tel ecomunication carrier upon the sane terns and
conditions as those provided in the agreenent. The FCC interprets

252(i) of the Act to enable a requesting carrier to choose anong

i ndi vidual provisions contained in publicly filed interconnection
agreenents, thus entitling all parties to "nost favored nation"
status even if they fail to include such a termin their agreenent.
(FCC Order 1310, 1316). Wile the FCC Order in this regard has
been stayed, AT&T; urges the Comm ssion to accept the rationale of
t he FCC s concl usi on.

It is GIE' s position that if the agreenent included a Mst
Favored Nations ("MFN') clause, then the parties would have little
or no incentive to negotiate, thereby frustrating one of the
princi pal purposes of the Act. GIE further asserts that a MFN
clause is the sanme as the "Pick-and-Choose" clause which was stayed
by the U S. Court of Appeals for the Eighth Grcuit.

Staff recommends that the agreenment provide that GIE conply
with Section 252(i) of the Act. Section 252(i) provides that a
"l ocal exchange carrier shall nake avail able any interconnection,
service, or network el enent provided under an agreenent approved
under [Section 252] to which it is a party to any other requesting
t el ecommuni cations carrier upon the same terns and conditions as
those provided in the agreenent.”

Staff sees no need for the |anguage in the agreenent to try to
par aphrase or go beyond Section 252(i). Thus, Staff reconmmends the
rejection of both GIE' s and AT&T;'s proposed | anguage.

Cormm ssi on Concl usi on

Staff properly notes that Section 252(i) provides the
framewor k by which a CLEC may choose a certain termor terns from
an agreenment entered into between the |ILEC and anot her CLEC
Whet her the | anguage of Section 252(i) enconpasses such itens as
prices offered to other CLECs is currently one of the issues on



appeal before the Eighth Grcuit; and this issue has been stayed by
the Court. The Conmm ssion concludes, therefore, that at this tine,
a CLEC such as AT&T; cannot choose a price that is offered to

anot her CLEC under the terns of a separate interconnection
agreenent. As such, we cannot accept AT&T;'s proposal.

The Commi ssion, however, is of the opinion that GTE remains
obligated to neet the strictures of Section 252(i), as the Act
remains in full force and effect. Therefore, the subject
I nterconnecti on Agreenment nust only reflect GIE s obligations under
Section 252(i).

| SSUE 63: SHOULD THE AGREEMENT PROVI DE FOR A BONA FI DE REQUEST
PROCESS?

AT&T; states that a Bona Fide Request process is a necessary
el ement for an Interconnection Agreenent of this magnitude. The
AT&T; proposed Bona Fi de Request and New Service processes address
product services and network el enents that are not provided for in
detail in the Interconnection Agreenent or which may be required in
the future. AT&T; explained the tine required to work out the
details of certain service offerings, as well as the difficulty of
anticipating and providing for all future needs in the
I nterconnecti on Agreenment, particularly where new technol ogies are
bei ng devel oped and custonmer demands are likely to change. Having
these processes in place permts the parties to take additiona
time to consider certain elements and services requested by AT&T;.

GTE does not object to a Bona Fide Request process to resolve
i npl ementation i ssues under the proposed interconnection agreenent.
However, for the reasons di scussed under |ssue 61, GIE objects to
i ncludi ng requests for new service under this category.

Staff maintains that AT&T; provides bona fide request and new
service ordering processes in Section 4, Appendix 5 and Appendi x 6
of Attachnent 12. GIE recognizes that a bona fide request process
may be a viable way to renove sone of AT&T;'s long termrequests
fromthis proceeding. Staff encourages GIE and AT&T; to continue
negotiations on this issue.

Further, Staff does not support GIE being required in the
i nterconnection agreenent to provide truly new services that are
not addressed in the agreenent. O her procedures, including those
in Section 251 and 252 of the Act, Sections 13-505.5 and 13-505.6
of the Illinois Public Utilities Act, and Section 790.320 of 83
I1l. Adm Code 790, are available for such situations. (Staff Ex.
7.00 at 13-14).

Absent agreenent between AT&T; and GTE, Staff reconmends that
t he Conmmi ssion adopt the | anguage in Schedule 2.2 to the Cctober
15, 1996 draft interconnection agreenent between AT&T; and Ameritech
I[Ilinois. (ICC Staff Ex. 7.00 at 14-15).

Cormm ssi on Concl usi on

The Conmmi ssi on concl udes that a bona fide request process is
essential to the inplenentation of this Agreenent. This process,
however, should not be utilized when requesting new services. The
Public Uilities Act provides a neans by which AT&T; may request a
new service. As such, this answers the issue. Therefore, the
Comm ssion directs the parties to include in their interconnection
agreenent | anguage simlar to that adopted by the Comm ssion in
resol ving the bona fide request issue in the interconnection



agreenent between AT&T; and Aneritech Illinois.

| SSUE 64: SHOULD GTE BE REQUI RED TO ACCEPT FI NANCI AL RESPONSI BI LI TY
FOR UNCCLLECTI BLE AND/ OR UNBI LLABLE REVENUES RESULTI NG
FROM GTE WORK ERRORS, SOFTWARE ALTERATI ONS, OR
UNAUTHORI ZED ATTACHVENTS TO LOCAL LOOP FACI LI TI ES?

AT&T; asserts that GIE should be required to accept
responsibility for its actions or |ack of actions by accepting
financial responsibility for uncollectible or unbillable revenues
caused by GIE work errors, accidental or malicious alterations of
software, or unauthorized attachnments to local loop facilities.
AT&T; believes it is reasonable to expect GIE, as the supplier and
entity best able to prevent certain errors and | osses, to assune
responsibility for actual |osses caused by GIE s work errors,
accidental or malicious alterations of software, or unauthorized
attachments to local loop facilities fromthe main distribution
frame up to and including the network interface device.

GTE contends that it is unreasonable to inpose a strict
[iability standard upon GTE. Nor should GIE be required to neet
qual ity standards different fromor greater than those adhered to
by GTE in its regul ar conduct of business. GIE argues that it
shoul d not be required to i ndemify AT&T; for any and all | osses
associ ated with the features or services GIE provides. The
contract should contain a provision limting GIE s liability to the
charges associated with the tinme out of service.

Staff states that to the extent that AT&T; incurs uncollectible
or unbillable revenue due to inappropriate actions or |ack of
appropriate actions by GIE, Staff believes it is reasonable to
require GIE to indemify AT&T,;

Cormm ssi on Concl usi on

Initially, the Conm ssion concludes that GTE should be liable
to AT&T; for any uncollectible or unbillable revenues resulting form
the willful action of a GIE enpl oyee or agent directed at AT&T; or
an AT&T; customer. Cearly, GIE should not be able to limt its
[iability under these circunstances; it would be detrinental to our
policies on |ocal conpetition as well as general considerations of
public policy. Thus, the Interconnection Agreenent nust contain a
provision to that effect.

Wth respect to the negligence issue, the Comm ssion concl udes
that it is unnecessary to include in the Interconnection Agreenent
any di scussion of GIE s tort liability which may arise due to the
negligence of its enployees or agents. Comon law tort principles
wi || address any issues which arise concerning the actions GIE s
enpl oyees or agents.

By this conclusion, the Comm ssion addresses GIE s concerns
regarding their exposure to strict liability standards. Moreover,
Illinois tort |aw precludes negligence actions based solely on
econom ¢ damages. Moorman Mg. Co. v. National Tank Co., 91 Ill.2d
69 (1982). Meanwhile, this conclusion also precludes the inproper
[imtation of danages associated with negligence. Consequently,

t he Conmmi ssion believes that application of conmon |aw wi Il bal ance
the interests of both parties.

| SSUE 65: TO THE EXTENT NOT OTHERW SE SPECI FI CALLY RESOLVED HEREI N
VHAT TERMS AND CONDI TI ONS SHOULD BE | NCLUDED I N THE
AGREEMENT ADOPTED I N THI S ARBI TRATI ON PROCEEDI NG?



AT&T; states that it has submtted an agreenent which conplies
with the federal and state laws and is a reasonabl e and workabl e
commerci al agreenment. AT&T; contends that its |Interconnection
Agreement neets the requirenments of Section 251 of the Act and the
FCC Order and Rul es thereunder, whereas the GTE | nterconnection
Agreement does not. AT&T; further asserts that its Interconnection
Agreement al so provides a reasonabl e schedule for inplenentation of
the terns and conditions by the parties (Section 3 of Attachnent
12), whereas the GIE Interconnection Agreenent does not.
Consequently, AT&T; that its proposal should be adopted in full as
the Agreenent of the parties in this arbitration.

GTE proposes that within 90 days of the date of the
Comm ssion's decision on the issues presented herein, the parties
Wi ll submt to the Hearing Exam ners a contract incorporating said
resolution of issues. To the extent the parties have been unabl e
to agree on the necessary contractual |anguage, they will submt
their proposed | anguage and the Hearing Exam ners will select the
necessary | anguage w thout further explanation. The Hearing
Exam ners will file the submt the final contract with the
Conmi ssi on.

Staff has not proposed specific contract |anguage, due to the
vol um nous nunber of issues, tinme and resource constraints, and the
difficulty in conparing the two vastly different draft agreenents.
Staff Ex. 7.00 at 16. Staff provided four agreenents that have
al ready been reached, or that have |argely been negotiated, as
possi bl e sources of reasonabl e contract |anguage: the
Amreritech/ MFS agreenent (Staff Ex. 7.01), the Aneritech/ Wnstar
agreenent (Staff Ex. 7.02), the Centel/MS agreenent (Staff Ex.
7.03), and the Cctober 15, 1996 "redlined" draft interconnection
agreenent between Aneritech and AT&T; under consideration in Docket
96 AB-003/004 (Staff Ex. 7.04).

Staff recommends that, to the extent the Conm ssion does not
adopt explicit contract |anguage, the Conm ssion require that AT&T;
and GITE submt, within 45 days, a conpleted interconnection
agreenent consistent with the Conm ssion's resolution of the
di sputed issues to the Comm ssion for its review under Section
252(e) (1) of the Act.

Cormm ssi on Concl usi on

The plethora of issues presented by the parties, coupled with
the tinme constraints inposed upon the Conm ssion, effectively
preclude us fromdrafting and i nposi ng specific contract |anguage
to be inserted in the Interconnection Agreenent. In addition, AT&T,
and GTE have proposed such starkly different Agreenents that it
makes it al nost inpossible for this Comm ssion to cobbl e together
an Agreenment which will properly detail all of the necessary
provi si ons.

The Commi ssion concl udes, therefore, that within 45 days from
the date of this decision, AT&T; and GIE are directed to submt to
the Commi ssion a conpl ete interconnection agreenent which, anong
other things, reflects the conclusions set forth herein. To incent
the parties to act in good faith and with due diligence the
Comm ssi on makes the foll ow ng conclusion: denonstration that one
party has not acted in good faith or with due diligence wll result
in our adopting in total the non-offending party's proposed
agreenent, as nodified by our concl usions herein.



| SSUE 66: SHOULD THE AGREEMENT | MPCSE MATERI AL AND RECI PROCAL
OBLI GATI ONS UPON BOTH PARTI ES W TH RESPECT TO MATTERS
OTHER THAN RECI PROCAL COVPENSATI ON ARRANGEMENTS FOR
TRANSPORT AND TERM NATI ON?

AT&T; argues that GIE s request to inmpose reciproca
obligations on AT&T; is inappropriate and outside the scope of this
arbitration. The obligations at issue herein are those of an
i ncunbent LEC under Section 251. (FCC Order 10, 15, 155, 220,

997, 1231; Act 251(c)). AT&T; states that the FCC has repeatedly
enphasi zed that the purpose of the Act is to open up the incunbent
LEC nonopoly in |ocal exchange markets, not to enhance the superior
bar gai ni ng power inherent in the i ncunbent LEC s nonopoly position.
(FCC Order 10, 15). AT&T; further asserts that the Act
establ i shed negotiation and arbitration processes to provide a
mechani smfor new entrants to enter the market, not to enhance the
form dabl e advantage hel d by the incunbent LEGCs.

GTE maintains that the inposition of reciprocal obligations on
the parties will encourage conpetition. AT&T; should have the sane
obligations as GIE under the interconnection agreenent. |If the
obl i gati ons AT&T; seeks to inpose upon GIE will inprove the
devel opnent of conpetition, then the inposition of those standards
upon AT&T; w Il doubly serve such worthy purpose.

Wiile neither the Act nor the FCC s Order specifically address
this issue, Staff believes that the Conm ssion, acting as
arbitrator, may inpose material and reciprocal obligations upon
both parties with respect to matters other than reciproca
conpensation arrangenents for transport and termnation to the
extent that the obligations inposed are consistent wth the goals
and policies enunerated by Congress in the Act. Staff does not
bel i eve conpetition would be furthered by inposing on new LECs all
obligations of the incunbent LEC

Staff believes the Conm ssion should address this i ssue on a
case- by-case basis.

Cormm ssi on Concl usi on

The Conmmi ssion is synpathetic to the argunents rai sed by GIE
We recogni ze that in order for conpetition to be fully and fairly
i npl emented, all providers of |ocal exchange services should be
wor ki ng under the sanme obligations and responsibilities. To
further this policy, we will be investigating the obligations of
CLECs in a future proceeding. For purposes of this arbitration,
however, we cannot inpose such obligations on AT&T; at this tinme and
remain in conpliance with the FCC Order.

The Conmmi ssi on concl udes that GIE s proposal should be
rejected. Initially, Section 251(c) specifically identifies the
addi ti onal obligations of incunbent |ocal exchange carriers. Said
Section does not require non-incunbent LECs to provide
i nterconnection. (FCC Order, 220). Additionally, the FCC
recogni zed that these negotiations and arbitrati ons do not concern
t he unbundling or |leasing the new entrants' networks. (ld., 155).

The Conmmission is of the opinion, therefore, that the
I nterconnecti on Agreenent should not include provisions which
i npose nutual and reciprocal obligations on both AT&T; and GTE with
respect to interconnection, access to rights-of-way, or matters
ot her than reciprocal conpensation for transport and term nation.



| SSUE 67: SHOULD GTE BE REQUI RED TO PROVI DE Bl LLI NG AND USAGE
RECORDI NG SERVI CES FOR RESCLD SERVI CES, | NTERCONNECTI ON
AND UNBUNDLED ELEMENTS, AND I F SO WHAT TERMS AND
CONDI TI ONS APPLY TO SUCH SERVI CES?

Both parties agree that GIE should be required to provide
billing and usage recording services for resold services,
i nterconnection and unbundl ed el ements. Their nutual understandi ng
ceases, however, regarding the terns and conditions which should
apply to such services. AT&T; contends that the services should be
provi ded pursuant to Attachments 6 and 7 of its Agreenent and has

proposed a process which addresses billing, validation, paynent
met hods, billing disputes and other simlar matters. The proposa
i ncludes the use of electronic billing with an inplenentation date

of July 1, 1998. (Appendix Ato Attachnent 6). Attachnment 7
proposes a set of procedures regarding the recording by GIE of
custoner usage data needed for AT&T; to bill its custoners.

GTE witness Wod testified that the parties have been working
to establish and define nmutually agreed-to processes to provide

billing and usage recording functions agreeable to the parties.
The terns and conditions applicable to such functions are being
determ ned on an ongoi ng basis. (Wod, Tr. 840, |. 5-11).

Staff recommends that the Conm ssion adopt AT&T; proposed
contract |anguage rather than having the inplenentation teamto
address this issue. Daily usage data is necessary to allow the
reseller the ability to bill its own end users. |If GIE is not
required to provide this service, then the reseller would be at a
conpetitive di sadvantage. Custoners would be less inclined to
select alternative providers unless they receive at |east the sane
| evel of service quality. (Staff Ex. 1.00 at 28).

Cormm ssi on Concl usi on

Based on the argunments of AT&T; and Staff, the Conmm ssion
concludes that in order for GIE to bill AT&T;, for whol esal e
services, interconnection and access to unbundl ed network el enents,
a process nust be established. Attachnents 6 and 7 to the AT&T,;

I nterconnecti on Agreenment should be incorporated into the ultimate
I nterconnecti on Agreenent.

| SSUE 68: |F GIE | S REQUI RED TO PROVI DE THE SERVI CES | DENTI FI ED I N
| SSUE 67, HOW SHOULD THE COSTS OF PROVI DI NG THESE
SERVI CES BE RECOVERED, AND FROM WHOM?

AT&T; maintains that GTE is required to provide conpeting
carriers with nondiscrimnatory access to operations support
systens. (47 USC 251(c)(3); FCC Order 516-17). COperations
support includes the necessary systenms to record custoner usage and
bill custoners. AT&T; states that GIE needs these systens in order
for it to recover appropriate charges for its resold services,
network el enments and interconnection, just as new entrants need
themto determine what to bill their customers and what to pay to
GIE. AT&T; asserts that there will be benefits to new entrants and
to GIE resulting fromthe devel opnent and availability of these
billing systens, and that the costs of devel opnent and i npl enen-
tation should be recovered in a conpetitively neutral manner.
Consequently, it would not be appropriate for AT&T; to bear the ful
cost of such systens.

GIE states that costs should be recovered fromthe cost-causer
and shoul d be paid as they are incurred. In this instance, AT&T; is



the "cost-causer," therefore, the obligation to pay all costs
properly falls upon AT&T;.

Staff contends that the cost of OSS should be recovered in the
manner in which they are incurred. This approach is consistent
with the Conmission's Order in Docket 95-0458 et al., and 83 II1.
Adm Code 791, the Conmission's cost of service rule.

Cormm ssi on Concl usi on

The Conmmi ssion concludes that Staff's proposal should be
adopted and included in the Interconnection Agreenent. Cost
associ ated with the provision of this service, shall be born by the
cost causer[s]. Consequently, such costs should be recovered in a
manner consistent with our Order in Docket 95-0458 et al., and our
cost of service rule. 83 Ill. Adm Code 791

| SSUE 69: SHOULD AT&T; BE CHARGED FOR 800/ 888 DATABASE DI PS THAT
RESULT I N THAT CALL BEI NG ROUTED TO GTE AS THE 800/ 888
SERVI CE PROVI DER?

This issue concerns GIE s proposal to charge AT&T; for 800/ 888
dat abase dips. A "dip" is an inquiry by a switch seeking
information for the routing of a call, and for these purposes a dip
occurs when an AT&T; custoner dials a "GIE' 800/ 888 nunber. From
the testinony, it appears that GIE wi shes to charge AT&T; for
inquiries to GIE' s SCP associated with routing calls to a GIE
800/ 888 nunber.

AT&T; argues that it should not have to pay for database dips
which are for calls for which AT&T; receives no revenue and only GTE
as the 800/888 service provider receives revenue. (Act 251(c)(3)
and (4)). In sum AT&T; argues that GIE proposes to charge AT&T; for
conmpleting a call to GIE' s own cust oner

GTE contends that AT&T; should be charged for all 800/ 888
dat abase di ps, regardl ess where the call is being routed. GIE s
proposed charge for database dips to GIE s 800/ 888 dat abase is
required to recover the appropriate costs for database 800/ 888
functionality. Receiving revenue on an 800 call and receiving
revenue for perform ng 800 dat abase dips allow for the recovery of
separate and distinct costs. GIE notes that such recovery is an
i ndustry practice.

Staff took no position on this issue.
Comm ssi on Concl usi on

It is the Comm ssion's understanding that, currently, the
charge for the database dip goes to whatever entity owns or
adm ni sters the 800/ 888 nunber. Now that |ocal conpetition is upon
us, the situation slightly differs. So |ong as AT&T; is purchasing
GIE services at whol esal e, or via unbundl ed network el ements, when
an AT&T; custoner dials an 800/888 nunber, GTE wll still be
performng the dip function. Should GIE own any 800/ 888 nunbers,
and be required to route such a call to itself, the issue is
whet her GTE shoul d pay for the database dip.

The Conmmi ssion first concludes that where an 800/888 call is
ultimately routed to an 800/ 888 nunber owned by GTE, GIE nust pay
for the database dip. Were an AT&T; custoner is making such a
call, AT&T; is currently being charged for accessing GIE s dat abase.
The Conmmi ssion concl udes that where such a situation takes pl ace,



GTE nmust either: 1) provide such database access free of charge at
the tinme access takes place; or 2) if 1 is not technically
feasible, then credit AT&T; for those anpbunts related to database
dips used to ultimately route call to GTE owned or adm ni stered
800/ 888 numbers.

V. COVPLI ANCE W TH ARBI TRATI ON STANDARDS
After a review of the issues and conclusion set forth herein,

t he Commi ssion concludes that it has net the standards inposed by
Section 252(c) of the Act. Qur conclusions neet the applicable

requirenments of Section 251, plus the FCC Order. In addition, we
have established both interimprices, as well as noted that fina
prices will be incorporated in this Interconnection Agreenent

pendi ng the resolution of Docket 96-0503. Finally, our conclusions
herein establish an inplenmentati on schedul e which neets the our
obligati on under Section 252(c).

By Order of the Commission this 3rd day of Decenber, 1996.




