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ARBI TRATI ON AWARD

The Conmi ssion, considering the application, the evidence of record, and the
arbitration panel report, and being otherwise fully advised, hereby issues its
Arbitration Award.

APPEARANCES:

Vorys, Sater, Seynour and Pease, by WIlliam$S. Newconb, Jr. and Benita A
Kahn, 52 E. Gay Street, P.O Box 1008, Col unbus, Chio 43215-1008, Robert W Quinn
Jr., AT&T Communications of Chio, Inc., 227 Wst Mnroe Street, Chicago, Illinois
60606, on behal f of AT&T Comuni cations of Chio, Inc.

Porter, Wight, Murris & Arthur, by Daniel R Conway, Mark S. Stemm
Stephanie L. Mdtt, and Sanuel H Porter, 41 South High Street, Colunbus, OChio
43215, M chael T. Ml cahy, Ameritech Chio, 41 Erieview Plaza, Room 1400,

Cl evel and, OChio 44114, and Jon F. Kelly, Ameritech Chio, 130 East Gay Street, Room
4C, Col umbus, OChio 43215, on behalf of Aneritech Ohio.

ARBI TRATI ON AWARD:

On February 27, 1996, AT&T Communications of Chio, Inc. (AT&T) served
upon Ameritech Chio (Ameritech) a witten request for and began negotiations of the
rates, terms, and conditions for interconnection, resale services, network el enents,
and rel ated services and arrangenments pursuant to Sections 251 and 252 of the
Tel ecomuni cations Act of 1996 (the Act). Pursuant to Section 252(b)(1) of the Act, if
the parties are unable to reach agreenent on the terms and conditions for
i nterconnection, a requesting carrier may petition a state commi ssion to arbitrate any
i ssues unresol ved by voluntary negotiation under Section 252(a) of the Act. On July
18, 1996, this Commi ssion established guidelines in order to carry out its duties under
Section 252 of the Act. See, In the Matter of the Inplenentation of the Mediation and
Arbitration Provisions of the Federal Tel econmuni cations Act of 1996, Case No. 96-463- TP-
UNC (July 18, 1996). Under those guidelines, an internal arbitration panel, conposed
of menmbers of the Conmission staff, is assigned to recommend a resolution of the
issues in dispute if the parties cannot reach a voluntary agreenent. On August 1,
1996, AT&T filed a petition for arbitrati on of nunerous issues to establish an
i nterconnecti on agreenent between it and Anmeritech, pursuant to Section 252(b) of
t he Act.

Inits petition, AT&T initially identified 42 issues for which it sought
arbitration, including: resale, access to unbundl ed network el ements (UNEs),
transport and ternmination of traffic, collocation, access to right-of-way (RON, interim
nunber portability (INP), quality assurance, operational interfaces and support
systens, and alternative dispute resolution (ADR) for resolving disputes. Al ong with
the petition, AT&T filed a proposed interconnection agreement and a notion for a
protective order of many of the exhibits attached to its petition. On August 2, 1996,
Ameritech filed a nmenorandumin support of AT&T's notion for a protective order
and, through that pleading, raised its own independent request for a protective order
of the sane exhibits. The attorney exami ner granted the notions for protective order

Al so on August 2, 1996, Aneritech filed a petition for arbitration with AT&T to
arbitrate three issues that Aneritech clained it has raised in the negotiations between
Aneritech and AT&T, under Sections 251 and 252 of the Act, and which Ameritech
claimed AT&T had failed to raise in its petition for arbitration. These issues involve
(1) the prices, terms, and conditions which would apply to the collocation of
Ameritech's transmni ssion equi pment in AT&T's offices, (2) AT&T's obligation to




provi de informati on regarding the I ocal transport and ternination costs, and (3)

whet her AT&T, as a | ocal exchange carrier (LEC), is exenpt fromthe requirement of
Section 251(c)(1) of the Act requiring carriers to negotiate in good faith over the terns
and conditions of agreements to fulfill the obligations set forth in Section 251(b) of the
Act. At the commencenent of the hearing, Aneritech indicated that it would not

pursue the first or second issues in its arbitration petition. Wth respect to the third
i ssue, the panel found that the obligations of Section 251(b) of the Act are duties which
cannot be inmposed upon AT&T at the present tinme. However, the panel determ ned

that AT&T will be required to conply with the Conmission's guidelines relative to

these obligations at the tine it has a |ocal exchange network, facilities, or services
avail able for use to end users. No exceptions were taken to the panel's

recomendati on on this issue.

On August 12, 1996, Ml Tel ecomruni cations Corporation (M) filed a
notion to consolidate its arbitration petition with all other Aneritech arbitration pro-
ceedings, along with a request for an expedited ruling. MCI filed the nmotion prior to
filing its arbitration petition. AT&T filed a response to MCI's notion, stating that it
was not opposed conceptually to consolidation of issues, but, with the timng of MC's
arbitration petition, it was unsure whether there would be sufficient tine before the
schedul ed arbitration hearing in TCG O eveland's (TCG proceeding to adequately
revi ew, evaluate, and conment on specific sinilar issues. On August 30, 1996
Amreritech filed a nenmorandumin response to MCl's notion, deferring to the Com
m ssion's discretion in determ ning how best to apply its resources in conducting an
arbitration.

On August 19, 1996, TCG and AT&T filed a joint notion to sever cost issues in
their arbitration proceedings, including the costs associated with the transport and
term nation of |ocal calls and UNEs and a request for an expedited ruling. The joint
nmovant s questi oned whet her Aneritech's August 12, 1996 cost study conplied with
t he Federal Conmunication Conmmi ssion's (FCC s) new total elenent long run
i ncrenental cost (TELRIC) nethodol ogy. Moreover, the joint novants contended that
there was insufficient tinme to conprehensively review and eval uate the cost studies
devel oped by Ameritech. The joint novants requested the Conmi ssion establish
initial rates with the FCC established proxies or inpose a bill and keep arrangenent.
On August 26, 1996, Aneritech filed a nenmorandum contra the notion to sever the
cost issues.

By entry dated August 22, 1996, Aneritech's petition for arbitration was
docketed as Case No. 96-824-TP-ARB and was consolidated with AT&T's petition for
arbitration in this case, 96-752. On August 26, 1996, Aneritech filed its response to
AT&T's petition for arbitration and AT&T filed its response to Ameritech's petition for
arbitration. On August 28, 1996, AT&T filed a nenorandum contra Aneritech's
petition for arbitration and requested that Ameritech's petition be disnissed. Al so, on
August 28, 1996, TCG filed a letter in which it noted that it received a revised cost
study from Ameritech, but argued that there was insufficient tine to assess the
validity of the cost study. By entry dated August 30, 1996, the attorney examni ner
granted the notion to sever all unresolved cost issues associated with Aneritech's
TELRI C costs studies in the TCG and AT&T arbitration proceedings and denied Ml 's
notion to consolidate the arbitration proceedi ngs.

Tinmely requests for interlocutory appeals were filed by Ml and Aneritech
Ameritech filed an application for interlocutory appeal of the severance ruling and
MCI filed an application for interlocutory appeal of the consolidation ruling contained
in the attorney exam ner's August 30, 1996 entry. By entry issued Septenber 3, 1996,
t he attorney exam ner concluded that each of the appeals represented a new question
of policy and that an i mredi ate determ nation by the Commi ssion was needed to
prevent the |ikelihood of undue prejudice or expense to one or nore of the parties.
On Septenber 4, 1996, the following parties filed the following pleadings: TCGfiled a
menor andum contra Ameritech's and MCI's interlocutory appeal s; Tine \Warner
Conmuni cati ons of Chio, L.P., filed a notion to intervene and a response to the
i nterlocutory appeal s supporting the severance of the TELRI C i ssues; Aneritech filed
a response to MCl's interlocutory appeal, AT&T filed a nenorandum contra
Aneritech's interlocutory appeal; and The O fice of the Ohio Consuners' Counse
(OCC) filed a letter supporting the severance of the TELRIC issues

On Septenmber 5, 1996, we determ ned that the attorney examiner's rulings on
t he severance and consolidation issues should be affirned. Additionally, we opened a




new docket, Case No. 96-922-TP-UNC (hereinafter referred to as 96-922) for
conducting the TELRIC studies review and noted that it will be helpful for others to
partici pate and provide information to the Conmi ssion on Aneritech's TELRI C

studies. W clarified that we would use the proxy rates/ranges that have been

provi ded by the FCC, pending the conpletion of the TELRIC review, to establish
interimrates in this arbitration proceeding, as well as in MCl's and AT&T's arbitration
proceedi ngs. W also noted that we would establish interimrates, as best as can be
determ ned, for the cost elenents in which the FCC did not provide a proxy, pending
the conpletion of the TELRIC review in 96-922, after which the determ nations in 96-
922 woul d supplant the interimdeterm nations nade in the various arbitration
proceedi ngs. Moreover, we did not accept MCl's suggestions for reorgani zing the
arbitration of the issues in the three proceedi ngs invol ved.

By entry dated Septenber 11, 1996, the attorney exam ner schedul ed the
arbitration hearing in this case to begin on Septenber 24, 1996, and schedul ed the ora
argunents. AT&T and Aneritech tinely filed their arbitration packages on
Septenmber 17, 1996. AT&T and Ameritech both filed notions for protective orders
regardi ng various portions of the information contained in their arbitration packages.
The attorney exam ner granted the protective orders. The arbitration hearing was
hel d on Septenber 24, 25, 26, and 30, and COctober 1, and 2, 1996. AT&T presented the
testinmony of eight witnesses (Thomas Crisham James Henson, WIliam Lester, Bridgit
Manzi, Lila McCelland, Robert Sherry, Mchael Starkey, and Matthew Tayl or) and
Ameritech presented the testinony of eight w tnesses (Neil Cox, G egory Dunny,

John Mayer, Wayne Heinnmiller, Warren M ckens, Kent Currie, Debra Aron, and Janes
Farmer). Oral argunents were presented to the panel on Cctober 3, 1996. The parties
i ndicated to the panel that they had resol ved issues 5, 9, 15, 16, 21, and 42.

On Novenber 5, 1996, the panel issued its report on the remaining 36 issues
identified by AT&T for arbitration. 1In its report, the panel noted that several appeals
and requests for stay of the FCC s rules regarding Sections 251 and 252 of the 1996 Act
had been consolidated at the Eighth Grcuit Court of Appeals (Eighth Crcuit).

Uilities Comrission of the State of California, et al., v. Federal Conmunications Conmi ssion
etc., Case No. 96-3520. The Eighth Crcuit granted a tenporary stay of the FCC s
pricing rules and the "pick and choose" rule, while it considered the requests for and
hel d oral argunents on those stay requests. As a result of the stay, its tenporary
nature, and the arbitration statutory tinme franes of the Act, the panel presented
recomendat i ons based upon the FCC s rules and this Conm ssion's guidelines. See,

In the Matter of the Inplenentation of the Local Conpetition Provisions in the

Tel econmuni cati ons Act of 1996, CC Docket No. 96-98 (rel eased August 8, 1996 and
hereinafter referred to as the FCC order or 96-98), and In the Matter of the Commi ssion
I nvestigation Relative to the Establishnent of Local Exchange Conpetition and O her
Conpetitive Issues, Case No. 95-845-TP-CO (June 12, 1996 Finding and Order and
Novermber 7, 1996 Entry on Rehearing). On Novenber 12, 1996, the United States

Supreme Court (Suprene Court) declined to lift the Eighth Crcuit's stay.

We woul d note that, as a result of the decisions fromthe Eighth Crcuit and the
Suprenme Court, our award in this proceeding with respect to the pricing issues cannot
rely on those FCC's rules. Gven the Eighth Crcuit's decision to stay those rules, we
note that our rules are the only ones in effect in these areas.

On Novenber 12, 1996, AT&T and Aneritech filed exceptions to the pane
report and on Novenber 15, 1996, both parties filed replies to the exceptions to the
panel report. AT&T took exception to the panel's recommendations regardi ng i ssues
2, 4, 8, 12, 17, 19, 20, 24, 25, 31, 34, 35, 37, and 38, and requested clarification on issues
6, 7, 10, 14, 18, 23, 26, and 32. Aneritech took exception to the panel's
recomendati ons regarding issues 1, 2, 3, 6, 7, 10, 12, 14, 17, 18, 19, 20, 22, 23, 25, 27,
30, 31, and 32. Neither party took exception to the panel's recommendations rel ated
to issues 11, 13, 26, 28, 29, 33, 36, 39, 40, and 41. AT&T filed a portion of page nine of
its exceptions under seal. W find that the information relates specifically to data that
had previously been given confidential treatnment and should remain confidential
However, in accordance with Rule 4901-1-24(F), Ohio Admi nistrative Code (O A C.),
this decision to prohibit disclosure shall automatically expire 18 nonths after the date
of this award. Any party wishing to extend this confidential treatnent should file an
appropriate notion at |east 45 days in advance of the expiration date. Previously,
other material filed in this docket was ruled to be confidential. Any prohibition
agai nst disclosure of that material shall also expire 18 nonths after the date of this
award. On Novenber 25, 1996, both parties nade oral presentations before the




Conmi ssi on which were transcribed, regarding their exceptions and replies. On

Noverber 26, 1996, Aneritech and AT&T filed letters with the Comm ssion which

i ndicated that they did not object to the Conmission issuing its order on Decenber 5,
1996, which woul d be beyond the nine-nonth deadline by which this Conmission is

to issue its order under the Act. |In addition, Aneritech filed a |letter on Decenber 3,
1996 responding to several questions raised by the Conm ssion during the ora
presentati on on Novenber 25, 1996.

| ssues 1, 2, and 3

What services should be included in
Aneritech's resale offering? (lssue 1)

Whet her the Comm ssion should use AT&T' s

avoi ded retail cost nodel to determnine the
appropriate discount rate to apply to
Aneritech's retail product offerings to derive
whol esal e rates? (Issue 2)

VWet her each and every retail rate should
have a correspondi ng whol esale rate? (Issue
3)

The panel made the determ nation that Ameritech's cost study, rather than
AT&T' s cost nodel, provided the npbst reasonabl e basis for establishing an
appropriate resale discount. However, the panel believed that certain assunptions
that Aneritech nade in determning the proper avoided cost |evels used in certain
shared accounts were not reasonabl e and the panel recommended revisions to
Ameritech's nodel. The panel believed that the aggregate discount for all services
woul d be at |east 19 percent after the revisions are made and recomrended that an
i nterimdiscount of 19 percent be used until Aneritech makes the required revisions
to its nodel and re-runs the nodel to denonstrate the real and actual discount. The
panel al so recomended that, when Ameritech provides any retail tariffed service at a
vol une discount, it nmust also provide that volune discount |less the retail avoided
cost associated with the service(s) to AT&T or any other reseller, and that end-user
contracts must be offered for resale, but only to the extent that the reseller is only
providing the services within the contract to a custoner that is simlarly situated.

Ameritech takes exception to the panel's conclusion that cal
conpl eti on/ operator services (0OS) (Account 6621) and nunber services/ directory
assi stance (DA) (Account 6622) expenses will be avoided in a whol esal e market, and
that the uncollectibl e expense booked to Account 5301 shoul d be considered as 100
percent avoi ded. Aneritech contends that there was no need for it to provide
evi dence on the portions of Accounts 6533 and 6534 that will be avoi ded because
Conmi ssion Guideline V.A 4.3 correctly presune that the costs in those plant
accounts will not be avoided. Ameritech believes that, at a mninmum the panel's
recomendati on for pronotions rmust be nodified to the extent necessary to be
consistent with the Comm ssion's Novenber 7, 1996 Entry on Rehearing in 95-845.
Ameritech urges the Commi ssion to nake clear that the requirenent to of fer end-user
contracts at wholesale rates only applies to contract services that are
"tel econmuni cati ons services", as defined by 47 U S.C. 8153(46), provided "at retail to
subscribers who are not tel econmunications carriers.” 47 U S.C. 8251(c)(4)(A).

AT&T objects to the panel's decision to reject the AT&T nodel and to adopt the
Ameritech nodel to deternine the discount and the panel's conclusion that the
interimrate in this proceeding should be 19 percent. AT&T asserts that the
Conmi ssi on should adopt an interimrate based on AT&T' s avoi ded cost nodel of
ei ther 25 percent or 27.5 percent. AT&T contends that there was no evidence in the
record which denonstrates the anpbunt that Anmeritech currently spends on "trade
shows" or "trade publications" or what services it advertises through those foruns,
how t hose anmpbunts were cal cul ated, or upon what assunptions those expenditures
were based. AT&T al so argues that the panel also erred in concluding that only 63. 46
percent of the costs captured in Account 6623 (custoner services) would be avoided in
a whol esal e environnment, and shoul d have adopted AT&T's proposal which woul d




have avoi ded 100 percent of those costs. Finally, AT&T requests that, in the event the
Conmi ssi on approves the panel report as the arbitration award in this proceeding,

t he Conmi ssion should clarify the procedure to be used for Aneritech to nmake the
recommended changes to its avoi ded cost study to ensure that AT&T has proper

noti ce and an opportunity to be heard on those adjustnents.

Arbitration Award for Issues 1, 2, and 3:

We have reviewed the panel's determ nation to use Aneritech's cost nodel,
rather than the AT&T's avoi ded cost nodel, to calculate the appropriate discount for
resale rates. However, we disagree with the panel's deternination and believe that
AT&T' s avoi ded cost nodel should be used to calculate the discount. First, we
di sagree with the panel's reasoning that Ameritech's cost nodel provides a nore
appropriate basis for determ ning an actual discount and that AT&T's avoi ded cost
nodel is nore appropriate for the devel opnent of a proxy rate. VWhile we
acknow edge that there were questions raised about AT&T's nodel, there were al so
guestions raised about Ameritech's nodel. Further, we believe that AT&T's nodel's
reliance on cost information derived from Anmeritech's Uni form System of Accounts
(USOQA) provides a nore accurate and nore easily verifiable nethodol ogy than does
the Aneritech nodel.

We al so believe that AT&T's nodel, which arrives at a single discount to be
applied to all services, provides a nore sinplified approach than does Aneritech's
nodel , which attenpts to devel op a service specific discount. The use of a service
specific discount will also create additional problenms in the future. Wenever a new
service will be offered by Aneritech, an associ ated avoi ded cost study along with the
studi es already required by our guidelines and Aneritech's alternative regul ati on case
(Case No. 94-487-TP-ALT, Novenber 23, 1994) will necessarily have to be done for
t hat service. In its presentation before the Comm ssion, Anmeritech's counsel correctly
acknow edged that sone additional due process would need to be provided to AT&T
to review and chal l enge such studies since its resale price will be directly affected
(Oral Presentation, November 25, 1996, Tr. 1 at 28-30). W are concerned that, with
the tine frames established under our guidelines for conpetitive tel ephone services
and Aneritech's alternative regulation plan, it will prove adm nistratively difficult for
the Conmmission to fully analyze both cost studies for any new services plus provide a
forum for AT&T to contest such studies in the time frames set forth in Areritech's
alternative regulation plan. This potential delay will place all tel ephone conpanies in
a conpetitive disadvant age.

We believe that the nmethodol ogy behind AT&T's avoi ded cost study conforns
with the FCC order and our guidelines. The FCC order provides that a state should
use a nethodol ogy for cal culating discount rates that is consistent with the manner in
which that state establishes that LEC s retail rates. Aneritech's residential (Rl) and
busi ness (Bl) rates which represent the vast anobunt of services to be resold were not
establ i shed on the basis of long run service increnmental cost (LRSIC), rather we set
Aneritech's retail rates based on enbedded costs as deternmined in Case No. 84-1435-
TP-AIR.  Those rates were then reduced and frozen pursuant to a stipulation reached
bet ween the Conm ssion staff, the Chio Consuners' Counsel and the conpany,
among others, in Areritech's alternative regulation case, and the O fice of Consumers
Counsel v. Chio Bell, Case No. 93-576-TP-CSS, Novenber 23, 1994. Thus, we believe
that it woul d be inconsistent to set resale rates for those services at this tinme based on
LRSI Cs. W are also concerned with the fact that the panel relied on direct avoided
costs which are based on LRSI C studies, many of which were not supported by work
papers while there was general testinony presented by Ameritech's w tnesses on the
nmet hodol ogy for these studies, the work papers on which those studi es were based,
woul d have provided the conplete basis for the LRSICs. Finally, although our
guidelines clearly call for interconnection rates to be set on a forward | ooki ng basi s,
t he guidelines also make clear that resale rates are to be set on a "top down" basis. W
speci fied the USOA accounts not to identify mere activities which were avoi ded as
Ameritech clainms, but rather to provide an easily verifiable nmethod to identify specific
costs incurred but avoi ded through the provision of resale.

We are also concerned with the panel's recommendation that the indirect
expense for uncollectibles, Account 5301, should be considered as 100 percent avoi ded
by Areritech. Wile we agree with the panel's conclusion that it is unlikely that
Ameritech will experience any uncoll ectibles when providing services to AT&T, we
do not believe that this will necessarily be true with every carrier which Areritech




will do business. W note that Ameritech deternmined its indirect expense for
uncol | ecti bl es based on its business with not only interexchange carriers (1XCs), but
also with Centrex resellers, information providers, independent telephone conpani es,
and i ndependent payphone providers. W do not believe that Aneritech's experience
with all of these entities are necessarily representative of what will happen with
respect to its uncollectibles account in a future resale environment, as nmany of these
entities have different measures of credit worthiness. W believe that a nore realistic
expectation is that the avoided costs in this account will resenble Aneritech's
experience with certified | XCs rather than all of these entities as a group. Wile
Anmeritech believes at a minimumthat certified i ndependent tel ephone conpani es

shoul d Ii kewi se be included, it has not denonstrated to our satisfaction in this case
that it would be appropriate to do so. This results in a 95.83 percent avoi ded

cal cul ation. Accordingly, the percentage of avoided uncollectibles should be
cal cul ated at 95.83 percent, rather than 100 percent.

Al so significant to our determ nation of the resale discount is the provision of
0CS and DA. OS invol ves hel ping customers place and conplete calls. DA involves
provi di ng custoners nunbers and classified listings. The panel determined that it
was appropriate to consider this account as 100 percent avoi ded, rather than the zero
percent age recomended by Aneritech. AT&T testified that it intends to provide its
own OS and DA services wherever possible. W believe that other resellers wll
purchase these services from Ameritech and, thus, it would be inproper to al ways
treat these accounts as 100 percent avoided. W also believe that, if these services are
purchased, they will ultimtely be purchased together. Thus, we find that a nore
appropriate approach for the devel opnent of the resale discount would allow for both
possibilities. Accordingly, there should be a two-pronged resal e di scount, one
di scount which applies when the reseller purchases OS and DA, and a second
di scount when these services are not purchased in their entirety. W would also note
that, if AT&T purchases all or part of OS and DA from Aneritech to serve all or part
of its custoner base, the forner discount will be applicable to all services purchased
by AT&T from Aneritech.

Based on our nodification to Account 5301 for uncollectibles, and using our
recommended two pronged resal e di scount approach, the discount to be applied
when Aneritech provides OS and DA should be 20.29 percent. Wth respect to the
di scount to be applied when Aneritech does not provide OS and DA, this discount
was cal cul ated to be 27.46 percent. However, we note that AT&T stressed throughout
this arbitration that it was willing to accept a discount of 25 percent. Accordingly, we
believe that it is reasonable to accept AT&T's position, as it was based on many
studi es provided by AT&T in support of its recomended di scount, and given the
i nherent uncertainties associated with any cost study, a 25 percent di scount shoul d be
appl i cabl e when AT&T provides its own OS and DA. W note that the parties took
ot her exceptions to the panel's determinations with respect to the resale discount;
however, we support the rationale and the determninations of the panel with respect to
t hese other exceptions. Finally, with respect to pronotions that Ameritech offers in
the retail market, the panel recomrended that whol esale prices be set at either the
pronotional rate mnus 10 percent or the whol esale rate, based on Quideline V.E. 4.
We have since revised that guideline to provide the same price structure w thout the
10 percent reduction. Accordingly, we nodify the panel report on that rate to
elimnate the 10 percent reduction. Similarily, the panel report should al so be
nodi fied with respect to making contracts available for resale.

| ssues 12, 19, and 25

At what rate shoul d unbundl ed network el enents and network
el ement conbi nations be priced in the interconnection agreenent?
(I'ssue 12)

VWat is the appropriate rate for traffic exchange arrangenents?
(Issue 19)

VWhat are the proper rates for collocation? (Issue 25)

In determining interimrates for UNEs, interconnection, and transport and
term nation, the panel determnmined that prices should be set at forward-I ooking
| ong-run economic costs, nanmely LRSIC, and a reasonable allocation of
forward-1ooking joint and conmon costs. The panel evaluated both parties' cost




i nformati on under the Comm ssion's guidelines and the FCC order. The panel | ooked

at Aneritech's TELRIC, plus joint and commn costs, and then cal cul ated a

percent age adjustment, based on the areas in which there were concerns. The pane
then adjusted Aneritech's interimrate proposal by that percentage. 1In rationalizing
its decision for calculating the percentage discount, the panel first |ooked at prior
LRSI C studi es which included joint cost that Aneritech provided in support of its
prices for end-user services. A 10 percent factor was added to the LRSIC for the
recovery of common costs. Next, a calculation was perforned to conpare the overal
wei ght ed average of these LRSIC priced services with the overall weighted average of
these TELRIC priced services. A difference between the LRSIC "plus" and TELRI C
"plus" was derived and provided for a 21 percent downward adjustnent to the

TELRI C. Based on these determ nations, the panel recommended interimrates for
unbundl ed | oops, network interface devices, unbundl ed ports, unbundl ed | oca

swi tching, dedicated transm ssion links, shared transnmission facilities, tandem

swi tching, signaling and call-rel ated dat abase services, nonrecurring charges for the
provi sioning of UNEs, transport and ternmination, virtual and physical collocation

and a mechanismfor "true up" if the rates differ fromthe rates established by the
Conmi ssi on upon exam nation in 96-922

Ameritech argues that the panel's concerns with the nodified assunptions
utilized by Aneritech in its TELRIC studies are misplaced. Aneritech also contends
that interimrates should be set without reference to proxy rate ceilings or floors set by
the FCC in its order. Aneritech maintains that the Conm ssion should rely upon
Anmeritech's local switching cost study to set interimprices for unbundled ports,
because its TELRI C study shows that the | ocal sw tching el enent does not recover the
cost of the features and functionalities. Aneritech al so takes exception to the panel's
recomendati on that the Conmission utilize the FCC s proxy rate-setting approach
whi ch converts dedi cated transport costs into per nminute of use rates. Aneritech
contends that the Conmi ssion should utilize Aneritech's TELRIC cost studies as the
basis for setting nonrecurring rates for provisioning UNEs. Aneritech al so argues
that it would be unreasonable for Aneritech to expend resources devel opi ng pricing
for conbinations that are not yet specified or requested, or for network el enent
conbinations utilizing interimrates not designed for the elenents used in the
conbination. Finally, with regard to interimrates for collocation, Areritech
recomends basing interimrates on Aneritech's TELRIC costs studi es al one.

AT&T maintains that the concerns which the panel expressed regarding the
assunption changes made by Aneritech in perfornming its TELRI C studies were valid
concerns and the panel was justified in rejecting Aneritech's proposed rates on that
basis. AT&T believes that the panel's use of the FCC order was entirely proper as an
additional data point to utilize in setting interimrates until pernmanent rates can be set
in a separate proceeding. AT&T al so contends that each of the assunption changes
for cost of capital, fill factors, and depreciation lives nade by Aneritech had the effect
of increasing the price of the unbundl ed network el ements conpared to that which
woul d have been achi eved using the assunptions Anmeritech uses to price its own
conpetitive service offerings. AT&T further asserts that, instead of adopting AT&T s
or Aneritech's proposed prices, the panel created its own pricing proposal by
anal yzing "prior LRSIC studies which included joint costs that Aneritech has
provided in support of its prices for end user service." AT&T contends that the pane
shoul d have relied on Ameritech specific cost information that was used to construct
AT&T's proposed rates at the tinme of filing its arbitration petition and, thus, the
Conmi ssion should rely on that information in setting interimprices in this
proceedi ng and adopt, on an interimbasis, AT&T's proposed prices for
i nterconnection, UNEs, and for traffic exchange.

Arbitration Award for |ssues 12, 19, and 25:

We adopt the panel's recommendations on issues 12, 19, and 25, and note that
our findings are solely for the purpose of setting interimrates and that these issues
will be fully explored in the 96-922 cost proceeding. |In that proceeding, Anmeritech
will be expected to address AT&T's issues and make clear how Ameritech will apply
t heses prices and nethodology to its certified affiliates. W also believe that, with the
expedi ted nature of the cost proceeding, and our nmechanismfor a true-up, as earlier
di scussed, neither party will be significantly disadvantaged by these interimrates
during this period. W believe that, despite AT&T's and Aneritech's exceptions, the
panel 's basis for setting these interimrates was appropriately determi ned and neither
AT&T's nor Aneritech's interimrates or the objections raised by those parties




provides a sufficient basis to reject the panel's recomended rates. W also believe
that the panel's recomendati on on conbinations is reasonable and that, to the extent
that Aneritech can price conbinations, it should do so. Finally, with regard to
requiring Ameritech to sell |oops at wei ghted average cost rates, the Conmm ssion
bel i eves that the panel's recomendation is appropriate. As far as setting interim
rates for access areas B, C, and D, this is consistent with Areritech's alternative
regul ation plan. W believe that applying a weighted average to all eight different
types of |oops, rather than devel opi ng ei ght separate rates for each access area, is a
nore appropriate method for interimrates.

| ssue 4

VWhet her Ameritech nmust provide el ectronic operationa
interfaces for the ordering, provisioning, nmaintenance, and
billing of resold |ocal exchange service which are at parity
with those offered by Areritech's own retail operation?

Section 10.8 of the contract provides for the nondi scrimnatory provision of
resal e services by Aneritech. It appears, froma reading of this |anguage, that the
parties are in agreenent as to the manner in which such provision will be nade.
Further, Conmmi ssion GQuideline | X. B.6. provides that each LEC which naintains a
carrier-to-carrier tariff shall be required to provide nondiscrin natory, automated
operational support systens which would enabl e other LECs reselling its retai
t el econmuni cations services to order service, installation, repair, and nunber
assi gnment; nonitor network status; and bill for |ocal service. The panel believed that
this issue was closed. The Conmi ssion has established guidelines for such offerings
and, therefore, the panel recomrended that the parties adhere to such guidelines and
t he contract |anguage, as provided, to acconplish what is required fromboth in order
to guarantee such perfornmance.

AT&T does not believe that the panel's reliance on Conm ssion Cuideline
| X.B.6. resolves the issue of whether Aneritech is required to provide AT&T with
access to custoner credit and paynent histories. Specifically, AT&T seeks
i nformati on on an identified custoner's address, previous phone nunber, anmount of
any unpai d bal ance, whether the customer is delinquent on paynents, and the |length
of service. AT&T argues that the Conmission's rules for the establishment of credit
for residential utility services, Rules 4901:1-17-03 and 4901:1-17-04 O A . C., provide
that a customer's payment history is an inportant factor in determ ning whether a
deposit or advance paynent may be required in the establishnment of service. AT&T
also cites to Rule 4901:1-17-03, O A C., which provides that all utility conpani es mnust
pronptly provide upon request, witten infornmation reflecting the requesting
custonmer's service record relating to credit requirenents. AT&T argues that
Ameritech's concerns regarding the fair, credit reporting | aws are expressly protected
in Section 19.19 of the parties contract.

Ameritech contends that the question whether Ameritech is required to
provi de AT&T with access to custonmer credit and paynment histories does not fit
within I ssue 4 and does not fit under any issue raised by AT&T in this arbitration.
Ameritech contends that the Conmm ssion should decline to adopt AT&T' s proposed
Section 19.19 of the contract as AT&T failed to identify this as an issue for arbitration.
Ameritech argues that there is nothing in the Act or the FCC order which requires or
aut horizes the Comm ssion to require Aneritech to provide custoner credit or
paynment histories, and AT&T is unable to point to any section of the Act requiring
Amreritech to do so. Anmeritech also rejects AT&T's claimthat AT&T needs this
information in order to access information on financial responsibility and to conpete
effectively in the local market. Anmeritech argues that Rule 4901:1-17-03, O A C
applies to new custoners and is inapplicable here, and that AT&T has advanced no
reason why it cannot obtain custonmer credit and paynent infornmation in the sane
manner that Aneritech obtains such information for new custonmers, through a credit
bur eau.

Arbitration Award for |ssue 4:

The Conmi ssion supports the panel's recommendation on Issue 4. Wth
respect to AT&T's request for custonmer credit information, the Conmi ssion believes
this request should be denied. The Conm ssion understands AT&T's concern that
credit information is an inportant factor in determ ning whether a deposit or advance




paynment may be required in the establishment of service. However, the Comm ssion

poi nts AT&T toward its Cctober 16, 1996 Entry on Rehearing in In the Matter of the
Conmi ssion Investigation into the Disconnection of Local Tel ephone Service for the
Nonpaynent of Charges Associated with Tel ephone Services O her Than Local Tel ephone
Service Case No. 96-790-TP-CO. In that docket, we adopted guidelines for the

est abl i shnent of deposit policies related to the disconnection of |ocal telephone
service. W believe that the normal business practice should be for each conpany to
develop policies related to billing, credit, and deposits, consistent wth our guidelines,
which it believes will protect it against bad debt. Accordingly, we believe that, in
order for AT&T to acconplish what it seeks in this area, AT&T, and every other
prospective LEC, should follow normal business practice and utilize credit bureaus
for any information they seek related to whether they will require a deposit for a
prospective customer. W believe that is the nore appropriate basis for furthering
conpetition in the market place on this issue. W would also note that this
recomendati on does not alter Aneritech's obligation to provide customner

proprietary network information to AT&T on nondi scrininatory terms and

condi tions.

| ssue 8

VWhet her Ameritech will provide AT&T both a selective
routi ng and brandi ng option for operator assistance,
directory assistance, and 611 nai ntenance/trouble
assi stance cal | s?

The panel determined that the solution to the selective routing dilemm is one
whi ch the parties needed to jointly work through and resolve. It was evident that
Ameritech and AT&T have not gotten together to review Aneritech's proposed
solution as it relates to the specific switches and their capabilities. The panel also did
not believe that there was sufficient evidence on the record to nake a deternination
as to whether and in what instances the line class code (LCC) solution would be
technically feasible. However, the panel noted that Ameritech provides routing of
calls to alternate OS providers and cellular providers and, thus, it appeared to the
panel that there were workable solutions to this issue.

AT&T argues that the panel failed to resolve the issue of whether selective
routing of OS and DA is technically feasible. AT&T contends that the evidence at
heari ng denonstrated that selective routing of OGS and DA is technically feasible using
LCC and is being utilized by other LECs and that at |east one LEC has agreed to
provide this capability through the use of an advanced intelligent network (AIN)

AT&T argues that Aneritech presented no evidence that a single switch in Chio

woul d be affected by capacity issues, and that the capacity of a switch is a financia
concern irrelevant to the issue of whether it is technically feasible to provide selective
routi ng. AT&T al so contends that there was no testinony presented by Ameritech

that Ameritech had even comenced review of its Chio switches to determine the

possibility of capacity constraints.

Amreritech clainms that the parties at Section 10.10 of the contract already agreed
that Aneritech, upon AT&T's request, shall make available the ability to route |oca
CS and DA calls directly to AT&T's platforns, to the extent such routing is technically
feasible. Ameritech argues that AT&T cannot now argue that its agreed to | anguage is
i nadequate. Aneritech contends that AT&T conceded that several open questions
remai n concerning the technical feasibility of selective routing and that AT&T
adnmitted that it has no actual know edge of whether Aneritech's switches are capable
of acconmodati ng AT&T's requests for selective routing using LCCs. Further,
Ameritech contends that, until AT&T submits a specific request for customrouting at
a particular |ocation, Areritech cannot evaluate and determine technical feasibility.

Arbitration Award for |ssue 8:

We believe it is clear in the contract, as agreed to by the parties, that Ameritech
will route local OS and DA calls directly to AT&T's platforns, if it is technically
feasible. The issue of whether or not it is technically feasible to provide such routing
was determ ned, by the panel, to be insufficiently docunented by evidence in the
record. W agree with the panel that the evidence on this issue is insufficient to make
the deternination of technical feasibility that AT&T seeks. W note, that as




acknow edged by the panel, Aneritech does provide routing of calls to alternate CS
providers and cellular providers. Thus, we believe that there is a presunption that it
is technically feasible. |If the issues arises in the future, Areritech will have the
burden of denobnstrating that it is not feasible. Aneritech nust nmake avail able CS

and DA t hrough not only separate trunk groups, but also through LCCs where

technically feasible. W understand that AT&T is concerned with the possibility that
Amreritech may take an unusually long tine in making the determnination whether or

not this routing is technically feasible. However, we agree with Aneritech that AT&T

shoul d make use of the (bona fide request) BFR process which will insure that
Areritech will make a tinely determ nation of technical feasibility.
I ssue 10

Whet her Aneritech should be required to provide other
operational processes and functionalities required to
support resale of local service, such as directory listing
requi renents, yellow page advertisenents, primary |oca
exchange and i nterexchange carrier selections, 911
updates, and adm nistrative requirenments for tel ephone
assi stance prograns and tel ephone relay service? (lssue 10)

The panel concluded that Ameritech should not be required to insert any
provisions relating to yell ow pages into this contract. However, the panel encouraged
the parties to resolve that issue as well as the issue concerning the delivery of
directories within the context of the contract in this arbitration. The panel also
recommended that AT&T' s | anguage regarding the publisher's obligation to include,
in the customer information section of each white pages and yell ow pages directory,

i nformati on about AT&T services, including addresses and tel ephone nunmbers for

AT&T customer service, be included in the contract. The charge for the listing of such
i nfornati on would be cal cul ated on the sane basis as the charges, if any, paid by
Ameritech for sinmilar |istings.

AT&T contends that Section 2151(b)(3) of the Act establishes a duty for
Ameritech to provide nondi scrimnatory access to directory listings, and that the FCC
i nterprets nondiscrimnatory access as the ability of conpeting providers to obtain
access that is at least equal in quality to that of the providing LEC. AT&T al so
contends that Aneritech's clains regardi ng Anerican Advertising Services (AAS) and
its control of the directories were not established in the record. AT&T argues that the
evi dence at hearing denonstrates that Ameritech provides its business customners

with a free yellow pages listing, included inits retail local service rates, and that the
Act requires Ameritech to provide that sanme service on a nondiscrimnatory basis to
AT&T. AT&T al so contends that the publisher shall include in the customer

i nformati on section of each white pages and yel |l ow pages directory information about
AT&T services. AT&T contends that Ameritech should not be permitted to charge

AT&T either directly or indirectly for its provision of directories to AT&T s custoners,
just as Ameritech does not separately charge its retail custoners for the distribution
Final ly, AT&T contends that Ameritech, not its publisher, should directly

conmuni cate with AT&T in connection with the provisioning of directory listings and
directories for AT&T retail custoners since the publisher is an affiliate of Ameritech

Ameritech argues that the panel accepted its position that the Act does not
require Ameritech to: provide free yellow pages listings to AT&T, include information
descri bing AT&T's custonmer service in Aneritech's directories, or provide copies of
the Ameritech/ AT&T directory to all of AT&T's customers. Aneritech clains that it
does not publish a yellow pages directory and that American Advertising Services
(AAS) publishes the Ameritech yell ow pages directories in Chio, under the terns of a
contract between Aneritech and AAS. Aneritech contends that AT&T' s denands are
not supported in the Act, or under the FCC s orders, because these are not
t el econmuni cati ons services, as defined in 47 USC Section 153(43) and (46), and are
not subject to arbitration. Ameritech also contends that the panel erred by
recomendi ng i nclusi on of AT&T's proposed Section 15.1.7 in the contract. Aneritech
clains that the Act requires nondiscrimnatory access to listings so that a provider can
provision directory assistance; it does not require that an |ILEC publish Iistings of
another provider in either a white pages or yellow pages directory. Aneritech also
contends that Section 251(b)(3) does not require Areritech to deliver yell ow pages
directories to AT&T's facilities-based custoners.




Arbitration Award for |ssue 10:

First, we agree with the panel's recommendation to use AT&T's | anguage
regardi ng the publisher's obligation to include, in the custoner information section of
each white pages and yell ow pages directory, information about AT&T services,

i ncl udi ng addresses and tel ephone nunbers for AT&T customer service. W believe

that the inclusion of this information in the white and yell ow pages directories will

i nsure that AT&T's custoners, as well as all custoners of all LECs operating in
Aneritech's service areas, will be able to access information about their |ocal service
provi der on service related concerns. The Conm ssion believes that AT&T shoul d be

at liberty to choose what information shall be included on this page of the directories.
We al so agree that the charge for the listing of such information should be cal cul at ed
on the sane basis as the charges, if any, paid by Aneritech for simlar |istings.

Wth respect to whether AT&T's business subscribers should receive a free
listing in the white and yell ow pages directories, we believe that, to the extent that
Ameritech pays for or receives at no charge such listings for its custoners, AT&T
shoul d receive the same treatnment. Thus, if an Ameritech business customer receives
a free business listing in the white and yell ow pages directories as part of its retai
| ocal service, then AT&T's resal e busi ness custonmers should necessarily receive the
sanme treatnent as part of its resale service. W also believe that the delivery of white
and yel | ow pages directories should al so be based on whether Ameritech charges its
customers for the delivery of the yellow and white pages directories. W believe that
the price for the provision of directories is already accounted for in the resale price
that Aneritech charges its custoners and, therefore, there should be no extra charge
for such distribution to AT&T's resal e busi ness custoners. However, if there is a
charge associated with resale custoners, AT&T' s custoners would be obligated to pay
such charges. |If Aneritech does charge its facilities-based custoners for delivery, we
bel i eve that Ameritech nay assess a separate unbundl ed charge to AT&T' s busi ness
custoners for delivery of white and yell ow pages directories, as set forth in
Conmi ssion CGuideline XV.C. 3., which provides that prices for such provision of
directories shall be set at a level that allows the requested LEC to recover the TELRI C
of providing such services and a reasonable contribution to the joint and comon
costs incurred.

Finally, as provided in Guideline XV.A 1, the LEC has the obligation to provide
directories to its customers. However, once a residential or business custoner
transfers its local service provider from Areritech to AT&T, the obligation to provide
directories al so passes fromAneritech to AT&T. W also believe that the costs
associated with white and yell ow pages directory listings for residential and busi ness
subscribers and the costs associated with delivery of directories transfer from
Areritech to AT&T. Finally, we believe that AT&T nust also share with Anmeritech
its proportionate costs associated with its residential and busi ness custoners
directory listings and delivery of directories to its custoners. This will insure that
Ameritech does not unfairly retain the financial obligation for the provisioning of
directories to custoners who are no | onger receiving service from Aneritech

| ssue 17

VWhet her Ameritech should be required to pernmit AT&T to
design its network interconnection requirenents in the
manner which will permt AT&T to utilize its facilities nost
efficiently?

The panel believed that the Act speaks for itself and that there was no need to
insert Ameritech's |language into the contract which states that Ameritech was not
requi red under the Act to provide transiting. The panel also recommended adoption
of AT&T's proposed | anguage which provided that an interimarrangenent for transit
traffic would continue until the earlier of the date on which either party has entered
into an arrangenent with such third party LEC or Commercial Mbile Radio Service
(CVRS) provider, or upon the termnation of this contract. The panel rejected
Ameritech's proposal that the interimarrangenent would continue until the earlier of
the date on which either party had entered into an arrangenent with such third party
LEC or CVMRS provider, or 180 days after the earliest interconnection date, but which
al so provided that, if arrangenents were not entered into within 180 days, either
party may bl ock such traffic fromthe originating third party LEC or CVRS provider.
The panel cited to the Comm ssion's August 29, 1996 Finding and Order rejecting a




simlar provision in Aneritech's interconnection agreement with M-S I ntel enet of

Ohio, Inc. (See In the Matter of the Application of Aneritech Chio for Approval of an
Agreenent between Aneritech Chio and MFS Intel enet of Chio Pursuant to Section 252 of the
Tel ecomuni cati ons Act of 1996, Case No. 96-565- TP- UNC, (August 29, 1996).

AT&T takes exception to the panel report on this issue only to the extent it fails
to specifically find that transit service is required by the Act and the FCC order and
shoul d be provided and priced accordingly. AT&T argues that the FCC order is clear
that the new entrant's decision of howto fulfill its interconnection obligation under
251(a) of the Act lies with the new entrant. The new entrant, if it chooses, and based
upon the nost efficient technical and economi c choices, may connect with other new
entrants directly or indirectly by interconnecting with an inconmbent |ocal exchange
carrier's (ILEC) network and passing that traffic to the other new entrant through the
ILEC s facilities. Further, AT&T contends that the price of transiting should not be
Ameritech's recommended rate of .2 cents per minute, rather the rate charges shoul d
be the price of the UNE actually used to provide the transiting service.

Amreritech contends that it denonstrated on the record that neither the Act nor
the FCC order require an ILEC to provide transiting service. Aneritech argues that
ILECs may facilitate indirect interconnection, but that they are not required, by law, to
provide transiting. Further, Aneritech clains that it has offered to provide transiting
to AT&T on comercially reasonable terns. Ameritech contends that, to the extent
that Aneritech provides transit service, Commission Guideline |V.E 2.a. establishes
the conpensation to which Aneritech is entitled and AT&T advances no argunent
agai nst the application of this guideline. Anmeritech contends that the Commission's
gui del i nes provide Aneritech with a choice between the two options for offering
transit traffic functionality, the latter being direct connection between coll ocated
carriers. Further, Ameritech argues that the Act does not contenplate the use of
| LECs' networks as bridges between other |ocal networks and that, if AT&T w shes to
hand off traffic to another carrier, the statute inposes a duty to interconnect on AT&T
and the third carriers, not on Areritech. Finally, Aneritech argues that the
Conmi ssion's MFS Finding and Order supports the reasonabl eness of Aneritech's
proposed 180-day tinme linit because Aneritech believes that Conm ssion transfered
fromAneritech to MFS the burden to negotiate transit traffic agreements with third
party LECs.

Arbitration Award for |ssue 17:

First, we agree with the panel that there is no need to insert parenthetica
statenments into this contract which rationalize why a certain provision of the Act is or
is not included in the contract or does or does not require certain actions by either
party. Such | anguage as Aneritech seeks us to add to this contract woul d add
nothing to the underlying obligations of either party under the contract. Wth respect
to Aneritech's obligation to provide transiting, we also concur with the panel's
recomendati on that Ameritech rmust provide transiting during the termof the
contract. As discussed previously, in the M-S Finding and Order in we rejected, as
probl emati c and untenable, the parties' proposed | anguage which inferred that the
parties woul d have the discretion to deny service to custoners of third party LECs
after 180 days, through no fault of the end-user custonmer. W do so here again. W
do not believe that Ameritech presented any new argunents in this arbitration why
its 180-day tine frame woul d be appropriate or why such a provision, if permtted to
exist, would be in the interest of |ocal tel ephone conpetition or in the interest of
consuners. Accordingly, we adopt the panel's recomendation on this issue. Finally,
with respect to conpensation under Conmi ssion CGuidelines IV.E. 2.a. or IV.E 2.b.
Ameritech, as the intermediate carrier, may provide transit traffic functionality either
of two ways, each of which carries with it different conpensation nethodol ogies. The
parties can also negotiate other transit traffic interconnection and conpensation
arrangenents. W believe that our guidelines provide a rational basis for insuring
that Aneritech will be appropriately conpensated for this service provided during
the termof the contract.

| ssues 20 and 22
Whet her the proposed interconnection agreenent shoul d

i nclude a process for the ordering and provisioning of
carrier collocation requests? (lssue 20)




VWhat technical requirements should apply to collocation?
(I ssue 22)

The panel reconmended that AT&T's proposal on nid-span neets was not
unr easonabl e and believed it should be pernitted where technically feasible. AT&T' s
proposal provides that when AT&T and Ameritech are located in a "condo" buil ding
AT&T should be allowed to locate in AT&T's wire center equi pnent that normally
woul d have been collocated in Areritech's wire center to enabl e AT&T to access
network el enments. The panel al so deternined that AT&T should be permtted to
performits own maintenance activities, in the conpany of an Aneritech escort. The
panel reconmended that the parties draft | anguage which gives AT&T at | east sone
assurance of the time frane in which it will be notified of an energency-rel ated
activity. Finally, the panel recommended that, when Ameritech is asked by AT&T to
provi de infornmati on above and beyond that which is already being prepared and
provi ded for regul atory agency purposes, Ameritech should be reinbursed for the
costs incurred by Areritech in providing such information

AT&T seeks clarification on Issue 20 that initial engineering plans be made
avail able to AT&T, at the tine of the initial walk through, to assist AT&T in verifying
during a wal k through whet her Anmeritech's plans are consistent with the physica
space to be used for collocation. AT&T argues that the FCC order concludes that m d-
span neets are technically feasible and are required under the Act to enable new
entrants to obtain access to UNEs, and that Aneritech failed to show that m d-span
neets are not technically feasible and, thus, the Conmi ssion nust order that form of
i nterconnection. AT&T also contends that Aneritech did not address this issue in
arbitration and that it failed to provide any evidence regarding its position that
i nterconnection in the same building will provide AT&T with higher quality than
other carriers w thout condo arrangenents. AT&T al so contends that Aneritech
presented no evidence why an AT&T technician, acconpani ed by Aneritech
personnel, should not be permitted to mai ntain AT&T's equi pnent.

Ameritech argues that the issue of the type of docunentation related to wal k
t hroughs was not identified by AT&T as one requiring resolution by the Commi ssion
and its request for clarification does not qualify as an exception. Anmeritech also
objects to the panel's recomendati on that would all ow AT&T to interconnect with
Aneritech's network via a m d-span neet arrangenent within a condo buil di ng
i nstead of using other nethods, such as collocation that it normally would have to use
for such interconnection. Ameritech contends that this will provide AT&T with an
unf ai r advantage over other new entrants. Aneritech also argues that, once AT&T
el ects virtual collocation for interconnection or access to UNEs, the equi pnent
provi ded by AT&T cones under the exclusive control of Aneritech via a |ease
agreenment, that AT&T's equipnent is intermngled with all of Ameritech's equi pnent
in the Areritech relay rack bays, and it is Areritech's responsibility to maintain these
bays. AT&T's offer to pernit an escort during its proposed maintenance activities
does not alter Ameritech's responsibility.

Arbitration Award for |ssues 20 and 22:

The Conmi ssion supports the panel's reconmendati ons on this issue. The
panel reconmended that AT&T' s proposal on mnid-span neets was not unreasonabl e
and believed it should be permtted where technically feasible. AT&T' s proposa
provi des that when AT&T and Aneritech are |located in a "condo" building AT&T
should be allowed to locate in AT&T's wire center equi pnent that nornmally woul d
have been collocated in Areritech's wire center to enable AT&T to access network
elements. This determination is consistent with the FCC order which concl udes that
ot her arrangenments such as meet point arrangenents in addition to virtual and
physi cal collocation, nust be available to new entrants upon request. Wth respect to
Ameritech's exceptions on md-span neets and condo rel ationships, we find that the
record in this proceeding does not include any of the argunments raised by Aneritech
inits exceptions. The Conmission believes that, had Ameritech believed that AT&T
woul d have received economnical ly advant ageous treatnent over other carriers, it
shoul d have provided evidence to that effect at hearing. Wile we accept AT&T' s
position that md-span neets are required under the Act to enable new entrants to
obtai n access for interconnection, the FCC order at paragraph 553 provides that nid-
span neets may not be used for unbundl ed access. Further, in accordance with FCC
Order paragraph 559, under virtual collocation, AT&T should be allowed to designate
central office transnission equipnent dedicated to its use, as well as to nonitor and




control their circuits termnating in Areritech's central office. AT&T however, does
not pay for Aneritech's floor space under virtual collocation arrangenments and has no
right to enter Areritech's central office. Aneritech nust install, nmaintain and repair
i nterconnector designed equi pment under the sane intervals and with the sane or

better failure rates for the performance of simlar functions for conparable Anmeritech
equi prent. For physical collocation, AT&T should be pernmitted access to its own

equi prent in its collocated space.

Wth respect to AT&T's request for clarification on exactly what engineering
pl ans need to be provided to AT&T subsequent to a site visit, both parties failed to
articulate exactly what type of docunentation Ameritech nmay deliver to AT&T
subsequent to the initial walk through. The Conmi ssion believes that the parties
shoul d provide whatever information is available at the tine of the initial walk
t hrough and that the cost to provide such information should be borne by AT&T

| ssue 24

VWhet her Ameritech may inpose limts on the type and/or
use of equiprment that is collocated on Aneritech's prem ses?

In Section 12.5 of the contract, the parties differed on the issue of hubbing.
Hubbi ng woul d al |l ow AT&T to carry traffic over fiber which would traverse the
Ameritech network, but would not be term nated by Ameritech in any manner.
Ameritech proposed that AT&T should not be permitted to collocate switching
equi pment used to provide enhanced service or equi pnent used to facilitate hubbing
architectures. Conversely, AT&T proposed that nothing should prohibit AT&T from
col l ocati ng equi pnent necessary for interconnection or access to unbundl ed network
el ements, which shall include equipnent used for signal regeneration (or "hubbing"),
and for any purpose, or in any manner or nethod authorized by the Act, the
Conmi ssion, or the FCC. The panel determ ned that there was insufficient evidence
inthe record to permt it to make a reconmendation in favor of adopting AT&T' s
hubbi ng proposal. The panel believed that the probl ems associated w th hubbing
fromAneritech's perspective appear to be what the hubbing would be used for, how
Ameritech woul d nonitor what the hubbing would be used for, and the charges, if
any, associated with permtting hubbing. Thus, the panel determined that, unless and
until there is sufficient support as to the nanner in which hubbing would be utilized
and tracked, the panel woul d reconmend agai nst the inclusion of AT&T' s hubbing
request in the contract.

AT&T contends that hubbing, or signal regeneration, is necessary for AT&T to
provide service to its end-user custoner because, for its end-user custoners on a fiber
optic facility, the signal nust be regenerated at regular intervals on the fiber ring in
order to maintain the quality and speed of transm ssion. AT&T contends that failure
to performsignal regeneration would seriously degrade the transnission. AT&T al so
contends that, in nmost cases, AT&T would not need additional space, beyond the
requested col |l ocated space, to performthis hubbing function; but that, if Ameritech
does not permt AT&T to performhubbing in its collocated space, AT&T will be
required to | ease space and install the equi pnent necessary to performthat function
AT&T argues that its equi pnent used for hubbing is necessary to obtain access to
unbundl ed | oops. Therefore, npst of that interconnection would be to connect with
Ameritech back to AT&T's service resulting in a situation where fiber carrying AT&T
busi ness premises traffic could also be carrying Anmeritech LSO traffic. AT&T
contends that Aneritech did not have any problemw th the transm ssion equi pnent
or the regeneration in terms of the signal for the purpose of interconnecting into
Ameritech's network or getting access to UNEs.

Ameritech contends that the Conm ssion can presune that AT&T provided the
FCC all pertinent information with respect to its hubbing proposal, but that the FCC,
at paragraph 581, determ ned there was i nadequate record support to adopt AT&T' s
proposal. Anmeritech argues that the issue is whether the equipnment is necessary for
i nterconnection or access to UNEs and not for transmi ssion. Aneritech also argues
that AT&T indicated at hearing that hubbing will be used for other than
i nterconnection or access to UNEs, and that AT&T's proposal entails bringing fiber
optic strands into Aneritech's space that would be used to connect AT&T to |arge
busi ness custoners. Ameritech argues that the record is far fromclear about the
actual extent to which hubbing will be used, or how AT&T would permt Ameritech
to nonitor the use of its collocated space to assure that it is not being inproperly




used.

Arbitration Award for |ssue 24:

VWiile 47 C.F.R Section 51.323 requires collocation of equi pnent used for
i nterconnection or access to UNEs, it also provides that "[n]Jothing in this section
requires an incunbent LEC to permt collocation of sw tching equi pnent or
equi prent used to provide enhanced services.” |In addition, our guidelines state that
col l ocation should be provisioned in accordance with 47 CF. R Accordingly, we find
that the nore appropriate resolution of this issue would be to pernit AT&T to
collocate its equiprment in Aneritech's premi ses under certain conditions. First, the
digital loop carriers or other concentration or regeneration equi pnent should be
allowed in the coll ocated space, but any switching functionality inherent in these
pi eces of equi pnent shoul d be disabled so that the equi pnent does not performthe
swi tching function. Second, AT&T should only be permitted to collocate its proposed
equi prent in order to interconnect with the UNEs and to regenerate AT&T' s signal
but AT&T cannot use such equi prent for swi tching purposes. Finally, the
Conmi ssion believes that, if AT&T or Aneritech has a question on the
appropriateness of any particular piece of equipnent, it nmay seek a determ nation
fromthis Conmi ssion.

| ssue 31

Whet her Aneritech shall offer Renpte Call Forwarding

(RCF), Route Index-Portability Hub (R -PH), and LERG

Reassi gnment as | NP options and the appropriate

operational interfaces necessary for their provisioning on a
custonmer specific basis?

The panel noted the parties' agreement that, to the extent technically feasible,
INP will be provided by Ameritech to AT&T, in accordance with the Act, and that
INP will be provided on a reciprocal basis between their networks via RCF. VWile the
panel noted its understanding of AT&T's proposal regarding R -PH and its concerns
relative to the efficient nunber usage in order to pronote |ocal conpetition, the pane
recommended that RCF and direct inward dialing (D D) (including Flex-DI D) should
be i mpl enented as the I NP solution. The panel also recommended that pricing for
t hese sol utions shall be in accordance with Conm ssion Cuideline V. The pane
recommended that Aneritech not be permtted to charge for the shadow nunbers for
either RCF or DID. Finally, the panel recomended that the same rate center be
adopt ed, which was consistent with the Commission's guidelines in place at the tinme
the report was issued.

AT&T contends that it is technically feasible for Ameritech to provide nunber
portability to areas beyond its wire centers, including the custonmer's rate center and
that it should be able to utilize the INP options to which it is entitled to the maxi num
extent possible. AT&T also contends that limting nunber portability to wire centers
woul d elimnate AT&T's ability to use INP solutions if its plans should include use of
facilities installed by other carriers. Wth respect to Rl -PH and LERG Reassi gnnment as
i nteri mnunber portability neasures, AT&T argues that the only single nunber
tandem SS7 solution is RI-PH and SS7 is critical so that AT&T' s | arge ported
custonmers do not |ose functionality such as caller ID. AT&T further indicates that,
while its business plans for deployment of its own switch are irrelevant to the
requi renent for Ameritech to provide for R -PH the evidence also shows that other
carriers' plans included installation of facilities in Chio prior to AT&T's plans and
these facilities could becone part of AT&T's plans thus creating an earlier need for
INP solutions for all segnents of custoners.

Ameritech contends that it is unreasonable for AT&T to suggest that Ameritech
be required to devel op and deploy an I NP nethod that AT&T will never use.
Ameritech also contends that the FCC declined to order inplenentation of currently
unavail abl e short-termand nmediumterm | NP sol utions because devoting resources
to i npl ement such a solution may delay inplenentation of a |ong-term database
solution. Ameritech contends that the panel's recomendation that RCF shoul d
remain within the same rate center, rather than the sane serving wire center, should
be rejected. Aneritech argues that this issue would appear to be noot as LRN will be




i mpl enented and INP will be obsolete by the tine AT&T interconnects and depl oys

its switches. Ameritech also argues that a rate center can cover a nmuch |larger area
than a wire center and, because INP is switch specific, it nust be linted to an

i ndividual wire center. Aneritech also contends that the Conmi ssion's guidelines,

i ssued by the Entry on Rehearing dated Novenber 7, 1996, confirmthat nunber
portability is keyed to the wire center not the rate center.

Arbitration Award for |ssue 31

We are not convinced froma review of the evidence that AT&T's route
i ndexi ng method is either technically or econonm cally feasible. Further, we note that
RCF and DI D are services that are already available and will require very little
techni cal adjustnment to offer themon a carrier-to-carrier basis. W also believe that it
woul d be inefficient to devote substantial resources or tinme to inplenenting other
i nteri mnunber portability nmethods given that pernanent nunber portability is on
t he near horizon. The FCC order, as well as our guidelines, order specifically provide
only for RCF and DID. Therefore, we believe that Aneritech should not have to offer

every carrier its own desired type of INP. Furthernore, since Chio will be converting
to LRN nunber portability, beginning first quarter 1998, we do not believe that AT&T
wi || be overburdened unnecessarily by using RCF and DID until that tine.

Wth respect to the issue of wire center versus rate center, we note that, at the
time the panel made its recommendati on, keying number portability to the rate
center, rather than the wire center was based on the interimaguideline in place.
However, the Comm ssion's final guidelines indicate that nunber portability is keyed
to the wire center not the rate center. Consequently, the Comm ssion concurs with
Ameritech that the Conmi ssion should reject AT&T's demand that INP, for a given
customer, be provided within a rate center and adopt Ameritech's position that the
wire center is the appropriate geographic area.

| ssues 6, 7, 14, 18, 23, and 32

VWhet her Ameritech will provide service for resale in
accordance with denonstrabl e measures of performance

and service quality wth acconmpanyi ng renedi al

procedures in place to remedy and penalize failures? (Issue
6)

VWhet her Ameritech will provide |local service in
accordance with a predeterm ned depl oynent plan which
docunents specific tinme frames and processes for

i npl enenting the provisions of Areritech's total services
resale offering and provides for remedi al neasures for
subst andard performance? (lssue 7)

What service standards and performance requirenents
shoul d be used to evaluate the performance of the
unbundl ed network el ements and network el enent

conbi nati ons provided by Ameritech and what, if any,
remedi al neasures should be nade available if Aneritech
does not neet the established performance standards?
(Issue 14)

VWhat service standards and performance requirenments

shoul d be used to evaluate the performance of traffic
exchange arrangements provided by Ameritech and what,

i f any, renedial measures or penalties should be avail able
to conpensate for any substandard perfornance? (Issue

18)

VWhat service standards and performance requirenments
shoul d be used to evaluate Aneritech's perfornmance under
the coll ocation arrangenents contained in the

i nterconnecti on agreenent and what, if any, renedial
nmeasures or penalties should be available to conmpensate
for any substandard performance? (lssue 23)




VWhet her Ameritech nmust adhere to specific service
standards and performance requirements for the provision
of pathway facilities and what, if any, renedi al neasures
shoul d be nade available if Ameritech does not neet the
est abl i shed service and performance standards? (Issue 32)

The panel reconmended that performance standards for UNEs, collocation
and ROWare best left to the proposed inter-conpany (IT) as proposed by AT&T. The
panel al so recomrended that remedi es and/ or penalties for performance failure
shoul d be agreed upon by the IT as proposed by AT&T. The panel believed that, as
t he conpani es continue to work with one another in the new conpetitive narket,
addi ti onal remedi es not proposed in this proceeding may be nore appropriate. On
AT&T' s proposal for ADR for an arbitrator to order Aneritech to take specific actions
and award danages, the panel reconmmended that the Conmi ssion should act as the
final arbitrator. The panel also recognized the value of a |ong-term perfornance
measur enent system as suggested by AT&T with its Service Performance Quality
Measurenent (SPQM) system finding that utilization of a | ong-term performance
nmeasurenent systemw || ensure that those standards are nmet for the duration of the
contract. The panel also stated that devel opnent of such a system would help | essen
any future m sunderstanding between the parties as to the terns and conditions of the
contract. However, the panel believed that such a system shoul d be determ ned by
i nput fromboth parties. Therefore, the panel encouraged the parties to jointly
devel op such a long-term performance neasurenent system

Ameritech objects to the panel's recommendation that the IT should at |east
have the opportunity to resolve the open issues regarding service quality and
performance standards, as proposed by AT&T. Aneritech argues that this
recomendati on runs the risk that AT&T will defer final resolution of these issues for
many nonths and pernit the IT to devel op and apply perfornmance and benchmark
quality standards which is a role not originally envisioned for this team Aneritech
requests that the Conm ssion establish reasonable ground rules to guide the IT. First,
t he Conmi ssion should find that AT&T is not entitled to nmodify Ameritech's existing
performance levels by dictating its own custonmer set of benchmarks unless it can
denonstrate that Ameritech's standards do not provide parity. Second, Aneritech
asserts that the Conm ssion should establish a reasonable tinme frane in which the IT
nmust conplete its consideration of these issues, and that, if the IT has not resol ved
t hese issues, Aneritech's proposed standards will be adopted.

AT&T rejects Areritech's proposal that the Commi ssion adopt Anmeritech's
guidelines if the IT is unable to resolve these issues. AT&T disputes Aneritech's
argunent that AT&T will delay final resolution of issues for many nonths. AT&T
asserts that, when it enters the local market, it will be inportant to provide high
quality services in a timely manner and, unless AT&T can provi de service on a par
with Areritech, AT&T will suffer a conpetitive di sadvantage. AT&T contends that it
accepted Ameritech's proposed performance neasurements for resale, and that for
UNE, coll ocation, and ROW perfornmance standards, renedies and penalties for
performance failures, AT&T indicated a willingness to have those standards revi ewed
by the IT. AT&T urges the Comm ssion to adopt the recommendati on of the panel for
i npl enentation by the I T of performance standards for UNEs, collocation, and RON
renedi es and penalties for performance failures; and a | ong-term performance
neasurenent systemwith the provision that, if the IT has not resol ved these issues by
June 30, 1997, either party may file a conplaint with the Comm ssion pursuant to the
expedi ted conpl aint provision specified in Comr ssion Guideline XVII1I.C. 2.

Ameritech agrees with AT&T that the Comm ssion should include in its arbitration
award some reasonable time frane for the IT to conplete its work, although
Amreritech seeks a 30-day tinme frane.

Arbitration Award for Issues 7, 14, 18, 23, and 30:

The Conmi ssion adopts the panel's reconmendati ons on these issues. W
agree with both companies that a resolution date for the establishnent of performance
benchnmar ks should be set. Therefore, the Conmi ssion finds that both conpanies
shoul d develop a working tineline with individual goals for the inter-conpany IT to
neet, with a conpletion date of June 30, 1997, as suggested by AT&T. The
Conmi ssion al so supports AT&T's clarification that if, at any tine during this
timeline, the IT is unable to neet an individual goal and to agree on benchmarks,
ei ther conpany has the right to conme to the Conmi ssion and request intervention




t hrough the expedited conplaint procedures specified in the Comm ssion Cuideline
XVII1.C 2. Finally, we believe that all decisions that the IT reaches should be nade
public by filing with the Conmm ssion for approval in this docket. This will assist
other carriers in the resolution of related issues.

| ssue 27

What pathway facilities nust Aneritech nmake available to
AT&T?

The panel reconmended that the parties review Areritech's procedures which
govern access to poles, ducts, conduit, and RONwhich are used by Aneritech in
I[Ilinois, and that this issue be ultinmately referred to the IT, which both parties agree
wi || devel op cooperative procedures for inplementing the terns of the contract. Wth
respect to the issue of specifically what facilities should or should not be included
within the definition of poles, ducts, conduit, and ROV and AT&T' s proposed
pat hways, the panel determned that Ameritech should be required to provide to
AT&T nondi scrim natory access to those facilities AT&T will be required to access in
order to interconnect its facilities with those of Aneritech for the purpose of |oca
service conpetition. To the extent that these facilities include Aneritech's owned or
| eased space, public RON Aneritech controlled environnent vaults, renote
term nal s, equiprment closets and cabinets, pedestals, and wiring and el ectrica
supplies within buildings, the panel believes that Amreritech is under an obligation to
provi de access to AT&T to such facilities. Finally, the panel believed that the rates for
access to poles, ducts, conduit, and RONshould be offered to AT&T at current rates
established in Ameritech's tariff, as these rates were established by Aneritech to
mrror FCC rates.

Ameritech argues that the panel's finding with respect to this issue is in error,
and that it does not have to grant AT&T new ROW across property that Ameritech
owns in fee sinple or |leases. Anmeritech contends that it can only provide access to
the ROWover public property to the extent to which Anreritech is able, and that it
does not always own or control public RONin a manner that pernmits it to give access
to AT&T in every instance without the consent of the applicable municipality.
Ameritech also contends that AT&T's pathways position is contrary to the Act. The
intent of the Act is to facilitate piggybacking without mandating the use of an ILEC s
| and and other facilities by a third party upon request to establish its own network for
its benefit, according to Ameritech. Ameritech recomends that the Commi ssion
consistent with the panel report, direct the parties to inplenent the procedures
currently enployed by Aneritech in Illinois on a trial basis for at |east a | ong enough
period to pernit an evaluation of their soundness before AT&T considers any
conplaint to the Comi ssion

AT&T clainms that RONrefers to fee ownership of the |l and and not nerely an
easenent across it, and that the broader neani ng of ROWN advances the intended
purpose of the Act of allow ng consuners the benefits of conpetition. AT&T clains
that, once it is established that Aneritech owns or controls the RON the only
guestion is whether the land is used for distribution facilities or is suitable to be used
to extend distribution facilities where none currently exist. AT&T contends that it
woul d be inappropriate to include a bl anket exclusion for all public RONwhich
Ameritech may own or control. Finally, AT&T clains that piggybacking is necessary
to efficiently deploy networks, and that, while the FCC did not define the term
"pat hways", the FCC infers pathways are expected and antici pated when the FCC
provi ded for "piggybacking" onto the facilities of the ILEC. Finally, AT&T requests
clarification fromthe Conm ssion on |Issue 26. AT&T requests that the Commi ssion
include in its award that, should the IT be unable to resolve those points by June 30,
1997, either party may file a conplaint with the Conm ssion, pursuant to the
expedi ted conplaint provisions specified in Guideline XVII1I.C. 2.

Arbitration Award for |ssue 27:

Section 251(b)(4) of the Act provides that the LEC has the duty to afford access
to the poles, ducts, conduits, and ROWof such carrier to conpeting providers of
t el econmuni cations services on rates, terns, and conditions that are consistent with
Section 224. Paragraph 1185 of the FCC order provides that the intent of Congress
was to permt cable operators and tel econmunications carriers to piggyback al ong
di stribution networks owned or controlled by utilities as opposed to granting access




to every piece of equipment or real property owned or controlled by the utility.

Conmi ssion CGuideline XIl.B.1. provides that access to poles, ducts, conduits, and
ROWshall be on a first-come, first-serve basis subject to space linitation and taking
into consideration a denonstration of the LEC s own future needs.

Accordi ngly, the Conmm ssion believes that AT&T should be pernitted to have
nondi scri m natory access to those distribution networks owned or controlled by
Ameritech in accordance with the Comm ssion guidelines. Further, and nore
specifically, we believe that the panel's recommendati on should be clarified such that
AT&T shoul d be able to piggyback along Aneritech's distribution network, any
necessary, ancillary facilities in order to support its conductor activity. On a
prospective basis, however, the Conmi ssion directs that Aneritech not enter into
contracts with private property owners which would prohibit new entrant carriers
(NECs) from piggybacking along its distribution networks.

Finally, the Conmi ssion finds no problemw th AT&T's request for
clarification. Accordingly, the parties should incorporate |anguage in their contract
that, if the IT is unable to resolve those points by June 30, 1997, either party may file a
conplaint with the Conm ssion, pursuant to the expedited conplaint provisions

specified in Conmi ssion Quideline XVII1.C. 2. W also believe that this process wll
insure that the issues are ultinately resolved. Wile we note that the pane
encouraged the parties to review Ameritech's procedures used in Illinois, we

ultimately agree with the panel that this issue should be referred to the IT and that it
be resol ved by June 30, 1997, or either party may file a conplaint pursuant to
Guideline XViII.C 2.

| ssues 32 and 34

Shoul d AT&T be required to limt its liability and its
custoners' renedies for resold | ocal service or service using
el ements purchased under the interconnection agreenent so

as to minimze Areritech's exposure to cl ai ns based on

faulty provision of service by Aneritech? (lssue 32)

W1l damages be limted to the anounts payable for
nonconform ng or defective service? (lssue 34)

The panel determined that AT&T's proposed liability provisions related to
Amreritech's failure to nmeet its parity obligations were unnecessary and that AT&T' s
proposal should not be included in the contract. The panel reasoned that, pursuant to
the Act, and throughout the contract, Aneritech has specific obligations to provide
i nterconnection to AT&T, at parity, that is at least equal in quality to that provided by
Areritech to itself or to any subsidiary, affiliate, or any other party to which
Ameritech provides interconnection. The panel believed that AT&T s proposed
provision related to a generic termcalled parity, wi thout qualifying exactly which
terns and conditions of this contract would fall within this provision, would
inevitably | ead to unnecessary conflict between the parties as to whether or not sone
action or inaction involves a parity obligation

AT&T argues that the panel failed to recognize that Ameritech has obligations
under this agreenment for which AT&T woul d have no adequate renedy for
Areritech's failure to performif limted in this nanner. AT&T contends that its
liability is limted to the anmobunt that woul d have been charged to AT&T for the
service or functions not performed in many circunstances, and that AT&T will be
unabl e to recover any nonetary damages from Aneritech. AT&T argues that, if
Ameritech fails to provide parity as required by the Act, AT&T would be unable to
recover any conpensation for the harm caused to AT&T since there are no charges
directly associated with Anmeritech's parity obligations. AT&T contends that
Ameritech's proposed | anguage woul d unreasonably linmit Ameritech's liability in the
event it violates the Act.

Ameritech argues that AT&T has advanced no new argunents in support of its
position and sinply reiterates its previously nmade position that, if Aneritech fails to
provide parity as required by the Act, AT&T would be unable to recover any
conpensation for the harm caused to AT&T since there are no charges directly
associated with Aneritech's parity obligations. Ameritech further contends that the
parity obligations to which AT&T's proposal refers are enbodied in contractua




performance benchmarks, which carry with themtheir own system of consequences

and remedies. Further, Aneritech argues that there is nothing in Aneritech's
proposed | anguage that limts either AT&T' s renedies or Aneritech's liability under
the Act.

Arbitration Award for |ssues 32 and 34:

The Conmi ssion concurs with the panel's position on this issue. W agree that
the parity obligations to which AT&T's proposal refers are enbodied in contractua
performance benchmarks, which carry with themtheir own system of consequences
and remedies. Further, we agree that there is nothing in the contract |anguage that
l[imts either AT&T's renedies or Aneritech's liability under the Act. Accordingly, we
recommend that the panel's reconmendation on this issue should be adopted. O
course nothing would prevent AT&T fromraising to this Commission parity issues or
prevent the Conm ssion from adding conditions to the prices, ternms, and conditions
set forth in this contract, which we believe should, in the future, be considered parity
obligations under this agreenent, and which would subject Aneritech to liability. W
al so believe that AT&T should be free to seek treble damages in the event of
di scrimnatory treatnent.

| ssue 35

Shoul d the interconnection agreement have a base term of
10 years or the shorter three-year term proposed by
Aneritech?

The panel reconmended that the length of termfor this contract should be
three years. The panel nmade its determi nati on based on the belief that the | ength of
the contract must provide the parties with sufficient long-termstability in a quickly
changi ng tel econmuni cati ons environnent, and in which the regulatory clinate for
t el ecomuni cations policy at the federal and state governnent levels is subject to
change. The panel also concluded that a three-year tinme period corresponds with the
length of time after which both parties sought to reopen prices. The panel also
recommended that, during the termof the contract, the parties should be permitted to
nodi fy any price, term or condition, provided that both parties can agree on such
nodi fications, subject to approval of this Conmi ssion. However, if both parties were
unable to agree to nodify any term price, or condition set forth in this contract, then
t he panel reconmended that no changes to the terns of this contract would be
permitted until the expiration of the contract.

AT&T contends that the scale and scope of the contract nake it essential that
the contract provide stability and predictability in operational support issues, and that
its request for a five-year termis nore reasonable than the panel's recomended
three-year term AT&T al so argues that the concerns of the panel can be addressed
with an earlier reopener for price issues and that Aneritech is not opposed to a | onger
termprovided that there is a price reopener after three years. Finally, AT&T argues
that, considering the Iength of time negotiating and arbitrating this agreenent, it is
possi ble that the parties could be back at the bargai ning table reopening not only
process, but al so operational and performance issues, |less than 24 nonths after
conmmencenent of this agreement.

Ameritech submits that the Conmi ssion should adopt the panel's concl usion
that three years is the appropriate length of the contract. Aneritech argues that the

initial termis significant because it will deternine howlong the initial rates
established in the agreement could be in effect, and the longer the initial term the
| onger any inequities that may reside in the price structure will be in place. Ameritech

proposes that the Comm ssion should adopt an initial termof three years or at a
mnimmrequire a price reopener after three years. Aneritech also states that
AT&T' s perceived need for stability is not shared by other new entrants such as M
whi ch sought only a one-year term

Arbitration Award for |ssue 35:

The Conmi ssion is convinced that the panel correctly decided this issue, and
that the panel's basis for this decision was reasonable. As the panel concluded, the
length of the contract nust provide the parties with sufficient long-termstability but
al so enough flexibility to adjust to a quickly changing tel econmunicati ons




environnent at the federal and state governnent |evels. W believe that a three-year
term provides such stability and flexibility. The Conmi ssion also notes that a three-
year time period corresponds with the length of time after which both parties sought
to reopen prices. Accordingly, the Conm ssion adopts the panel's recomendation

that the termof the contract should be three years.

| ssue 37

W1l the interconnection agreenent provide for the
comercially customary di spute resolution procedures
proposed by AT&T?

The panel reconmended that AT&T's concept of an inter-company review
board (I CRB) be adopted. The panel al so encouraged the parties to resolve disputes in
this manner and indicated that it would, in fact, |ook favorably upon the parties
i mposing specific time franes on the 1 CRB process, especially when it is a
service-affecting dispute, in order to ensure that the process noves sw ftly and
efficiently to resolution. |If a party was found to have del ayed the resolution of a
di spute and acted in bad faith, the panel recommended that the Conm ssion |evy the
appropriate sanctions on the offending party. The panel recomended agai nst
AT&T' s proposal that, subsequent to a failed |ICRB process, the dispute be taken
directly to binding arbitration and fromthere to an appropriate regulatory or judicia
body. The panel recognized the necessity for the tinely and expeditious resol ution of
all carrier-to-carrier conplaints and cited to the Comm ssion's conmtnent that it
woul d endeavor to resolve any such dispute within 180 days of the filing of the
conplaint. Wth respect to AT&T's concern that service-affecting di sputes be dealt
with even nore expeditiously than other disputes, the panel recommended that the
Conmi ssi on adopt an even nore defined stream ined conplaint procedure for
carrier-to-carrier disputes. The panel left to the parties the decision as to whether
conmon i ssues shoul d be consolidated on a regional basis.

AT&T argues that the panel erroneously rejected AT&T' s proposal to take
service affecting disputes unresolved by the ICRB directly to binding arbitration and
fromthere to an appropriate regul atory body. AT&T argues that, if Ameritech seeks
to delay the process, it can ensure that the process takes the entire 90 days, and that
this would effect AT&T's ability to effectively conpete as a local service provider, the
quality of its local service offerings, and an end user's assessnent of AT&T' s servi ce.
AT&T contends that its proposed ADR process will result in resolution of service
affecting disputes in a nore expeditious manner than the guidelines because it
provi des a binding resolution of operations and technical service affecting disputes
which are inplenmented i mediately. AT&T also contends that it agreed to accept
that the Conmm ssion would have original jurisdiction for mininumtel ephone service
standards (MISS) conpl aints which would permt the Conmission to retain its
oversi ght responsibilities for the local tel ephone nmarket and fulfill its obligation of
assuring that the rel ationship between tel ephone service providers serves the public
interest.

Ameritech contends that, under AT&T's proposal, a party that | oses an
arbitration may suffer irreparable harm before having the arbitration award set aside
on appeal, and AT&T's proposed process does not include a process or provide a
mechanismto make Aneritech whole if, after the fact, the arbitration award turns out
to be incorrect. Ameritech also contends that the Conmi ssion and the FCC have the
expertise and responsibility to address and deci de these issues, nmany of which will
i nvol ve the Act, FCC regul ations, state and federal tel ecomunications policies or
di scrimnation between the parties and, therefore, farnm ng themout to an outside
party is unwise. Finally, Aneritech argues that arbitration usually is provided in
contracts voluntarily by parties. Because one of the parties objects to provision
regarding a third-party arbitrator, such a process should not be forced upon it.

Arbitration Award for |ssues 37 and 38:

We support the panel's recomrendati ons on these issues. W believe that
AT&T' s reconmended concept of an | CRB provides the nore reasonabl e process to

addr ess di sput es. However, we agree with the panel's decision to not accept AT&T' s
proposal that, subsequent to a failed | CRB process, the disputes be taken to binding
arbitration. W believe Comission Guideline XVI11.C., which establishes an

expedi ted process for resolving carrier-to-carrier conplaints, provides a nore




reasonabl e approach than referring these conplaints to outside arbitrators. Further

we believe that the possible inmposition of sanctions will guard against either party
attenpting to unnecessarily delay the process. W also agree with the panel that a

regi onal approach to issue resolution is best left to the parties rather than nandated as
part of the contract, so that the parties can deci de when and how the issued shoul d be
resol ved.

SUPPLEMENTAL | SSUES:

The follow ng issues were identified by the parties as differences in contract
| anguage proposal. In an effort to fully resolve all outstanding issues for the contract
bet ween AT&T and Aneritech, we resolve these issues accordingly.

Publicity

Ameritech argues that AT&T proposes that |anguage be added to the contract
whi ch provides that, in no event shall Anmeritech represent in marketing, advertising,
or other publicity or pronotional nmaterials, that it is providing services to AT&T
and/ or that AT&T is reselling Areritech services. Aneritech argues that such
| anguage is unreasonable, violates Aneritech's First Anendnent rights, and would
prohi bit Aneritech from maki ng statenents rebutting clainms made by AT&T

AT&T contends that, if Aneritech is allowed to claimin its adverti sing,
mar keti ng, and pronotional materials that, when parties receive service from AT&T
they are really receiving it fromAneritech, this will undermne efforts to devel op
conpetition. Further, AT&T argues that its proposed | anguage only prevents
Ameritech from maki ng statenments which are likely to deceive or confuse consumners.

Arbitrati on Award:

We find that the | anguage suggested by AT&T is inappropriate and shoul d not
be included in this contract. W believe that it would be unreasonable to prohibit
Ameritech from maki ng statenments about the provision of its service to any reseller.
We al so believe that Aneritech well understands its obligations to nake truthful and
factual statenments about its services, and thus, AT&T's concerns are unwarranted.
However, the Conmi ssion would note that, in the event it is shown that Aneritech's
advertising is in fact undetermining the efforts to develop competition, the
Conmi ssion will take corrective action on a case-by-case basis to ensure that the
devel opnent of conpetition is not thwarted.

Protection of Proprietary Information

The contract includes a prohibition on both parties against disclosing to
unaut hori zed persons proprietary information obtained fromthe other party or from
using such information for unauthorized purposes. The contract also includes an
exception to this prohibition for proprietary information rightfully obtained froma
third person, if the receiving party is unaware of the third person's obligation to
protect the information's confidentiality. AT&T proposes that the exception apply if
the receiving party has no reasonabl e basis on which to inquire as to whether or not
such information was subject to a confidentiality agreenent at the tinme such
i nfornati on was acquired. Aneritech proposes that the exception apply only if the
recei ving party has exercised commercially reasonable efforts to deterni ne whether
such a third person has any obligation to keep the information confidential

Arbitration Award:

The Conmi ssion believes that Aneritech's |anguage provi des greater
protection to the parties involving unauthorized di ssem nation of proprietary
information. W believe that, in the event disputes relating to this matter occur,
Ameritech's proposed "conmercially reasonable efforts" standard is nore certain than
the "no reasonabl e basis" standard preferred by AT&T.

Di saster Recovery

AT&T proposes to include in the contract a provision which states that the IT




shal | establish a process for disaster recovery that addresses events which would

af fect the system establish a single point of contact, establish procedures for notifying
AT&T of the event and resolution, define a disaster, and provide for equal priority for
restoration efforts between Ameritech and AT&T customers. Ameritech believes that

its disaster recovery plans are proprietary and should not be shared with any

customer. Aneritech argues that it will provide AT&T with all necessary and

appropriate information it needs for interfacing with Areritech during a disaster.

AT&T contends that its disaster recovery provisions do not require disclosure of
Ameritech's disaster recovery plans.

Arbitration Award:

We believe that this contract should provide procedures to be utilized by both
conpanies in the event of disaster. However, we believe that AT&T' s proposal for the
IT to resolve this issue is reasonable.

Taxes

Both parties proposed | anguage regardi ng gross receipts taxes. Aneritech
proposed that, to the extent a party includes gross receipts taxes in any of the charges
or rates for services provided hereunder, no additional gross receipts taxes shall be
| evi ed agai nst or upon the purchasing party. AT&T proposes that each party shall be
responsi ble for any tax inmposed on its gross receipts and no anpbunt due to a party
under this agreenment shall be affected by the fact that its receipt by the other party
subj ects the other party to tax on the receipt thereof.

Ameritech contends that, under its proposal, if it incorporates gross receipts
taxes into the base rate charged to AT&T for a given service, Aneritech will not then
| evy upon AT&T an additional charge for those same gross receipts taxes. Aneritech
argues that AT&T's proposal would prohibit Areritech frombilling AT&T for such
taxes and fromrecovering all of the costs it incurs in providing service to AT&T
AT&T did not file any reply to Aneritech's position on this issue.

Arbitration Award:

We find that Areritech's proposal on gross receipt taxes is reasonable and
believe that it should be included in the contract. However, we are not granting the
parties any discretion on the application of gross receipts taxes to particul ar sales.
Onio | aw nust be foll owed and both parties are subject to enforcenment of all
applicable laws, rules, and regul ations pronul gated by the State of Chi o Departnent
of Taxati on.

FI NDI NGS OF FACT AND CONCLUSI ONS OF LAW

(1) AT&T's arbitration petition was filed on August 1, 1996
pursuant to Section 252(b) of the 1996 Act.

(2) On August 30, 1996, the attorney exaniner granted a
notion to sever the unresolved issues associated with
Amreritech's TELRIC cost studies fromthis proceedi ng and
denied a notion to consolidate simlar issues within
several arbitration proceedings, including this proceeding.
Interlocutory appeals were tinely filed. This Commi ssion
confirmed those rulings on September 5, 1996

(3) On Septenber 17, 1996, AT&T and Aneritech tinely filed
their arbitration packages.

(4) The arbitration hearing was held on Septenber 24, 25, 26
and 30, and Cctober 1, and 2, 1996. Oral argunents were
conducted on Cctober 3, 1996.

(5) On Novenber 5, 1996, the arbitration panel filed its
recomendati ons on the issues requiring arbitration

(6) On Novenber 12 and 15, 1996, AT&T and Ameritech
timely filed exceptions and replies to the panel's




recomendati ons. Aneritech also filed a notion for
protective order, which is reasonable and shoul d be

granted. The attorney exam ner also granted the parties
notions for protective order of the infornmation filed within
each party's arbitrati on packages. 1In accordance with Rule
4901-1-24(F), O A C., the protective order prohibiting

di scl osure shall automatically expire 18 nmonths after the
date of this award. Any party wishing to extend this
protective order should file an appropriate notion at |east
45 days in advance of the expiration date of this protective
order. The Docketing Division of the Comm ssion should
mai nt ai n, under seal, the unredacted copy of AT&T' s
exceptions to the arbitrati on panel report filed on October
15, 1996, for 18 nonths fromthe date of this award

(7) On Novenber 25, 1996, both parties presented ora
presentation to the Comm ssion which were transcribed.

It is, therefore,

ORDERED, That the Docketing Division nmaintain, under seal, the unredacted
copy of AT&T's exceptions to the arbitration panel report filed on Novenmber 12, 1996,
as well as all other material previously ruled to be confidential, for 18 nonths from
the date of this award. It is, further,

ORDERED, That AT&T and Ameritech incorporate the directives as set forth in
this arbitration award within their interconnection agreenment. It is, further,

ORDERED, That, within 14 days of this arbitration award, AT&T and
Aneritech file in this docket their entire interconnection agreenent for our review, in
accordance with Mediation/Arbitration Guideline X.J. |If the parties are unable to
agree upon an entire interconnection agreement within this tine frame, each party
shall file for Conmission reviewits version of the |anguage that should be used in a
Conmi ssi on- approved i nterconnection agreenment. It is, further,

ORDERED, That any notions not expressly ruled upon in this award are
denied. It is, further

ORDERED, That nothing in this Arbitration Award shall be binding upon this
Conmi ssion in any subsequent investigation or proceeding involving the justness or
reasonabl eness of any rate, charge, rule or regulation. It is, further

ORDERED, That this Arbitration Award does not constitute state action for the

purpose of the antitrust laws. It is not our intent to insulate the applicant or any party
to a contract approved by this Finding and Order fromthe provisions of any state or
federal |aw which prohibit the restraint of trade. It is, further

ORDERED, That this docket shall renmain open until further order of the
Commission. It is, further

ORDERED, That a copy of this Arbitration Award be served upon AT&T,
Amreritech, all certified new entrant carriers and those with pending certification
applications, all LECs who have received requests for interconnection, and all
i nterested persons of record.

THE PUBLI C UTILITIES COWM SSION OF OH O

Craig A. dazer, Chairman

Jolynn Barry Butl er Ri chard M Fanel |y
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Ronda Hartnman Fer gus David W Johnson

Codified at 47 U S.C. 151 et seq.

At the time of MCI's notion for consolidation, the Comm ssion had received only one ot he
arbitration petition involving Areritech. See, In the Matter of the Petition of TCG C e
Arbitration of Open |ssues Pursuant to Section 252(b) of the Tel ecomunications Act of 1
96-694-TP-ARB. MCl filed its arbitration petition (Case No. 96-888-TP-ARB) with the Con
on August 27, 1996.

At the time the panel issued its reconmendations, the Conmi ssion had not yet issued its
rehearing for the final |ocal conpetition guidelines.







