STATE OF NEW YORK
PUBLI C SERVI CE COVMM SSI ON

At a session of the Public Service
Comm ssion held in the Gty of
Al bany on July 14, 1999

COWM SSI ONERS PRESENT:

Maur een O. Hel ner, Chairnan
Thomas J. Dunl eavy

James D. Bennett

Leonard A. Wi ss

Neal N. @Gl vin

CASE 95- G- 0657 - Joint Conplaint of AT&T Conmuni cati ons of
New York, Inc., M Tel econmuni cations
Cor poration, WrldCom Inc. d/b/a LDDS Wor| dCom
and the Enpire Association of Long Di stance
Tel ephone Conpani es, Inc. Agai nst New York
Tel ephone Conpany Concerni ng Wol esal e
Provi si oni ng of Local Exchange Service by
New Yor k Tel ephone Conpany and Sections of

New Yor k Tel ephoness Tariff No. 900.

CASE 94-C-0095 - Proceeding to Exam ne Issues Related to the
Cont i nui ng Provision of Universal Service and
to Devel op a Regul atory Framework for the
Transition to Conpetition in the Local Exchange
Mar ket .

CASE 91-C- 1174 - Proceedi ng Regardi ng Conparably Efficient
| nt erconnecti on Arrangenents for Residenti al
and Busi ness Li nks.

ORDER DI RECTI NG RATE REDUCTI ONS
(I'ssued and Effective October 21, 1999)

BY THE COW SSI ON:

In two separate instances in the Unbundl ed Network
El ements (UNE) Proceedi ng, we authorized New York Tel ephone
Conpany (Bell Atlantic-New York or BA-NY) to price a network
el enent at a |level higher than the price that would be associ ated
with the use of potentially avail able new technol ogy, but to
reduce the price at the end of one year unless it could show that
such a reduction woul d be unreasonabl e.

In both instances, BA-NY was directed to pursue
devel opnment of the new technology. 1In the first instance, in
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Phase 2 of the Unbundl ed Network El ements proceedi ng, we

aut hori zed BA-NY to set the non-recurring charge for central
office wiring connections on the prem se that the connections
woul d be made manual ly (commonly referred to as "hot-cuts"), but
directed that the rate be reduced, after one year, to the |evel
associated with naking the connections in an "electronic" or

"aut omat ed” manner unl ess BA-NY coul d show that rate reduction to
be unreasonable. ¥ Specifically, BA-NY had to nmake "a persuasive
showing ... that it would not be feasible and sensible to devel op
and depl oy equi pnent enabling electronic link provisioning in an
all fiber network" %

In the second i nstance, based on a limted rehearing of
Phase 1, we authorized the pricing of unbundl ed | oops for basic
rate integrated services digital network (I SDN-BRI) on the basis
of universal digital |oop carrier (UDLC) technol ogy instead of
integrated digital [oop carrier (I1DLC) technol ogy, but directed
that the rate be reduced, after one year, to the level that would
be associated with integrated digital |oop carrier technol ogy
unl ess BA-NY coul d show that to be unreasonable. ¥ Specifically,
BA-NY had to "convincingly show that the deploynment of the
equi pnent needed to do so is technol ogically inpossible or
econom cal ly unjustified" #

BA- NY has subnitted reports pertaining to each charge,
whi ch were issued for conmment. |In both instances, BA-NY asserts
the contenplated rate reducti on woul d be unreasonabl e, but it
does not suggest the new technol ogy is not feasible.

1 Case 95-C-0657, et al., Opinion No. 97-19 (issued Decenber 22,
1997), mneo p. 75.

2/ |d. at 59.

8/ Case 95-C-0657, et al., Order Granting in Part Petition for
Rehearing (issued January 28, 1998), p. 6.

4 d.
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We have reviewed both reports and the coments of other
parties. In both instances, the use of a newy avail able
t echnol ogi cal construct, designated GR-303, will allow the
| oner-priced configuration contenplated by our order. Since this
new technology is in fact available and perforns the functions
envi sioned, we will reduce the rates for central office wiring
and | SDN-BRI | oops fromtheir present level. 1In addition, in the
now pendi ng Second Network El ements Proceedi ng, where a
conprehensive review of all element rates will be considered, we
will direct that GR-303 technol ogy shoul d be assunmed wherever
pertinent in the design of that network; however, BA-NY will be
permtted, in every instance, to show the contrary.

CENTRAL OFFI CE W RI NG CHARGES

Backgr ound
In the Phase 2 Order, we decided, inter alia, the

non-recurring charges for various elenments and the m scel | aneous
charges that BA-NY proposed to recover fromcarriers purchasing
whol esal e services or network el enents. Anobng the specific
non-recurring charges presented for the Conm ssion's
determ nation were BA-NY's Central Ofice Wring Charges. These
non-recurring charges are intended to reflect the costs incurred
by the conpany to connect its subscriber link to the conpetitor's
collocated facilities (conmmonly referred to as a
"cross-connection"). Since the earliest days of tel ephone,
cross-connecti ons have been made manual | y usi ng copper junper
wires. At issue in Phase 2 was whet her non-recurring central
of fice wiring charges should be based on the costs of providing
el ectroni c cross-connections, i.e., connecting a link to the
conpetitor's collocated facilities by a keystroke, rather than
manual |y placing junper wires on the main distribution frane.

In the Phase 2 Recommended Decision, the Admi nistrative
Law Judge decided that it was reasonable to assune central office
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cross-connections could be nade electronically given the
f orwar d- | ooki ng network construct. ¥ However, after review of
the filings on exception, we found that the equi pment needed to
perform el ectroni c cross-connections woul d not be depl oyed soon
enough to be considered currently avail abl e technol ogy and
t herefore should not be used as part of the TELRIC?Z nodel. As a
result, we found that, since all cross-connections had to be
performed on a manual, line-by-line basis, the central office
work times proposed in the Recomrended Decision would be adj usted
upward to reflect the additional time necessary to performthe
physi cal cross-connections. The Order, however, directed the
conpany "to pursue with its vendors, through steps including
i ssuance of a formal request for proposals, the devel opnent of
t he needed el ectronic equipnent." ¥ The conpany was ordered to
submit a report on those efforts by Novenber 22, 1998 and by
Decenber 22, 1998, BA-NY was to "submt tariff amendnents
reducing its central office wiring charge to the |evel
contenpl ated by the Recommended Deci sion or show cause why it
woul d be unreasonable to require it to do so." ¥

On Novenber 23, 1998, BA-NY submtted its response
claimng that it would be unreasonable to reduce the
non-recurring central office wiring charge. By notice dated
January 5, 1999, we invited interested parties to submt comrents
by January 19, 1999. ¥ AT&T Communi cations of New York and MCI

Y RD, p. 69

2/ The FCC determined that the pricing provisions of the Act
contained in Section 252(d) (1) should be inplenented by
setting prices of each elenent on the basis of the "tota
el enent |long-run increnmental cost,” or TELRIC, along with a
reasonabl e all ocation of forward | ooking costs.

8/ Case 95-C-0657, supra, Opinion 97-19, mineo p. 59.

4 1d. at p. 75.

5 At the request of the parties, the date for filing coments

-4-
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Wor |1 dCom subm tted responses.

Position of Parties

In its report, BA-NY indicates that it is technically
feasible to provide el ectronic cross-connections. However, BA-NY
states that even in a future | ooking network, manual cross-
connections are necessary for providing unbundled | oops in an
efficient manner. ¥ BA-NY further posits that electronic
cross-connections entail costs that BA-NY did not take into
account in its original cost studies. ¥ Therefore, BA-NY
recomrends that the rate for central office cross connections

remain at the current |evel.

BA-NY states "that CLECs woul d want and need anal og
interfaces to unbundled Iinks even in a network fully enbodyi ng
the forward-1ooking architecture." ¥ To utilize integrated
digital loop carrier technol ogy, according to BA-NY, a CLEC would
have to interconnect at a DS1 |evel # with each central office
term nal (COTI) serving an unbundl ed | oop. Since there could be
as many as twenty central office termnals in a single centra
office, BA-NY indicates it nmay be nore cost effective to purchase
i ndi vi dual anal og | oops, dependi ng on how nany unbundl ed | oops
are being served froma central office terminal. ¥ 1In addition
BA-NY i ndicates that provision of non-swtched services woul d
require separate interconnections between the CLEC and central

was extended until January 26
Y BA-NY at 13.
2l BA-NY at 14.
s BA-NY at 7.

4 A DSl is a digital signal equivalent to 24 voice grade
si gnal s.

5 BA-NY at 7-8.
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office term nal, making the anal og nethod even nore cost
effective. ¥ BA-NY also states that the ordering and

i nt erconnection process beconmes nore conpl ex when digital
interfaces are used. 2 However, in its report, BA-NY stated that
"a conceivable alternative to individual connections between CLEC
poi nt of term nation (POT) bays and each COT in a central office
woul d be to establish a centralized el ectronic cross connect
device, e.g. DCS, connected to the digital ports on the BA-NY

|l ocal switch, to all digital |oop carrier systens in the office,
and to all CLEC POT bays." ¥ BA-NY also investigated the use of
an aut omat ed system such as a Arobot@, to performelectronic
cross-connections in a universal digital |oop carrier network.

It stated that Arobots@ have been currently devel oped to perform
cross-connection on small scal e applications, however, such a
devi ce woul d not be physically or economically practical in a
central office, main distribution frame application. #

In its response to BA-NY's report, AT&T states we
shoul d i mredi ately reduce the Phase 2 central office wiring
charge since BA-NYss report "denonstrates that the technol ogy
requi red for provisioning of unbundled loops is in fact currently
avail able." ¥ AT&T argues that BA-NY's report does not
denonstrate "that the technology required for electronic |oop
provisioning is a new devel opnent, which did not exist when the
Conmi ssion issued its Phase 2 deternmination ..." ¢ In addition,

I BA-NY at 8.
2 BA-NY at 12.
8 BA-NY at 13.
4 BA-NY at 9.
5 AT&T at 2.
8 AT&T at 2-3.
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AT&T rejects as "irrelevant and absurd” BA-NY's claimthat actual
el ectronic provisioning would result in additional costs for
CLECs. ¥
MCI Worl dCom comments that the rates should be reduced

since BA-NY "actually denonstrates that electronic cross connects
are technically feasible [enphasis omtted]." ¥ M Wrl dCom
argues that the CLEC ought to nmake the determ nation, not BA-NY,
whet her el ectronic cross connects are cost effective for CLECs. ¥

MCI Worl dComrejects BA-NY's claimthat CLECs nust collocate in
order to access unbundl ed | oops on the basis that "collocation is
expensive, time-consum ng and often unavailable. [In addition,
coll ocation, as a nmeans of getting access to unbundled | oops, is
di scrimnatory and not technically necessary." # M Wrl dCom
al so rejects BA-NY's prem se that a custonmer would need to be
nmoved of f of an integrated digital |oop carrier systemin order
to access individual |oops. M believes that the resulting
decline in service quality and inability to offer higher

bandw dth services would result in a conpetitive disadvantage for
MCl . ¥ MCI Worl dCom states that "[t]here is no technica

i npedi ment to receiving service froma CLEC and at the sane tine
mai nt ai ni ng end-to-end digital service via DLC equi pment." ¥

I AT&T at 3.
2 M oat 2.
8 Ml at 5-6.
4 Ml at 8.
5 M at 8-9.
% Ml at 9.
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PROVI SI ONI NG OF | SDN- BR

Backgr ound
As part of its cost study in Phase I, BA-NY priced

| SDN- BRI | oops using universal digital |oop carrier technol ogy
and, in our Phase 1 Opinion, we accepted the construct. MS
I nt el enet of New York, Inc. (MFS) sought rehearing, arguing that
the costs to provide | SDN-BRI coul d be reduced if provisioned
over sinple copper |loops. W declined to posit copper |oops,
believing that would raise costs for el enent purchasers
general ly, but decided to address MFS concerns by pricing
| SDN- BRI | oops on the basis of integrated digital |oop carrier
technol ogy, a step that would reduce their costs and that we
bel i eved was feasible given avail able technol ogy. BA-NY, in turn,
sought rehearing on the grounds that the integrated digital |oop
carrier technol ogy necessary to provide ISDNBRI -- primarily the
GR- 303 protocol -- was still in the devel opnental and testing
stage and not yet deployable. The protocol is an inportant part
of the network design because it allows the equipnment in a
digital loop carrier systemto "tal k™ with each other.

We agreed that it was too soon to set rates for
| SDN- BRI | oops on the basis of integrated digital |oop carrier
technol ogy, but, as in the case of electronic cross-connections,
ordered BA-NY to pursue the devel opnent of the equi pnent needed
to do so and submt a report by Decenber 29, 1998. W al so
ordered BA-NY to file tariff pages by January 29, 1999 reducing
the rate for ISDN-BRI to a | evel based on integrated digital |oop
carrier technol ogy or show why it would be unreasonable to
require it to do so. ¥

On Decenber 29, 1998, BA-NY filed its report on the
feasibility of providing |ISDN-BRI | oops using an integrated

digital loop carrier network design. Conmments on BA-NY:s report

¥ Oder Ganting in Part Petition for Rehearing (issued
January 29, 1998), p. 6.
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were received from AT&T and MCl Worl dCom on March 15, 1999 and
March 25, 1999, respectively.

Position of Parties

Simlar to the cross-connection discussion, BA-NY
indicates that it is technically feasible to provide | SDN-BR
over an integrated loop digital carrier network. However, BA-NY
rai ses several issues resulting fromthe technol ogy used that
BA- NY i ndi cates shoul d be addressed by the industry prior to
i npl enentation in a conpetitive environment. As a result, BA-NY
proposes that the neans of provisioning |SDN-BRI and its
associ ated rates remai n unchanged.

BA- NY states | SDN-BRI shoul d be provisioned through
universal, rather than integrated digital |oop carrier network
configuration interfaces. Wile GR 303 "can deliver |SDN BR
over integrated interfaces," ¥ BA-NY argues that it is not
suitable for use in a nulticarrier environment because of

unresol ved issues relating to security, service quality, and
standards for operation, admnistration and mai ntenance. %
Therefore, BA-NY states that there is no basis at this tine for
reducing the I SDN-BRI rate that assunes integrated as opposed to
uni versal digital |oop carrier technol ogy.

According to BA-NY, GR 303 is a "val uabl e network
resource" ¥ because it permits concentration of nore than 24
voi ce grade | oops unto a DS1 bandw dth signal by recognizing the
"statistical fact that nost |oops are not being used at any one
given tine." ¥ GR-303, according to BA-NY, "can also elimnate

¥ BA-NY at 2.
2 1d.
3 BA-NY at 6.
4 d.
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the need for inefficient '"universal' connections in the

provi sioning of | SDN-BRI service on a network utilizing digital

| oop carrier (DLC) technology." ¥ BA-NY states that it plans to
deploy GR-303 "only in areas identified for the installation of
new DLC systens” and it does not expect to upgrade current
interfaces with GR-303 technol ogy. #

AT&T argues that "the Conm ssion should order BA-NY to
reduce its I SDN | oop rates based on the current availability of
GR- 303 based 1 DLC technol ogy, which is acknow edged in BA-NY's
Decenber 29, 1998 submission.” ¥ AT&T states that BA-NY has not
sustained its burden of proof to supports its claimthat GR- 303
is not currently available technology. It regards as specious
BA-NY's present reliance on Phase 1 testinony and its suggestion
that "not hing of technol ogical relevance” has occurred since that
date. In addition, AT&T states that BA-NY has not shown that
vendors concur with the issues BA-NY raised as problem areas. ¢

MCI Worl dCom states that BA-NY has "failed to
convincingly denonstrate to the Conmi ssion that it is not
technically feasible (or economcally unjustified) for prem um
| oops to be provisioned through integrated interfaces rather than
universal interfaces." ¥ M argues that "none of the problens
rai sed by BA-NY refute the technical feasibility of using GR 303
to provision premumloops in a nulticarrier environment." & |t
al so acknow edges that certain nodifications will be required to
acconmodate a nulticarrier environnent. However, MI Wrl dCom

¥ BA-NY at 6-7.
2 1d.

8 AT&T at 1.

4 AT&T at 4.

5 Ml at 2.

5 Ml at 4-5.
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argues that the issues BA-NY raised with GR 303 are not

"i nsurnount abl e" ¥ and, therefore, we should order BA-NY "to

i medi ately reduce its ISDN loop rates to a | evel calculated on
the basis of 1DLC connections." 2

DI SCUSSI ON

When the rates at issue here were set, GR-303
technology was in its devel opnent and trial stage, and its
avai lability for deploynent was too renote for it to be
reasonably taken into account, even in a forward-|ooking TELRI C
study. Since then, several major nanufacturers have begun
mar ket i ng the equi prent and technology and it is now readily
avai l abl e for deploynment. It therefore appears that subscri ber
| oops can be nost efficiently provided via integrated digital
| oop carrier technology using the GR- 303 protocol, and that the
enpl oynment of that technology will allow for electronic
cross-connections and for the provisioning of | SDN BRI
Mor eover, in conbination with a fiber-based integrated digital
| oop carrier network, this would all but elimnate the need for a
copper main distribution frame at the central office -- a
potential significant savings in investnment and expense.

These changes are precisely the ones we regarded, in
the earlier orders, as warranting reductions in these rates. In
contrast to the situation then, a TELRI C anal ysis today woul d
t ake account of GR-303 technol ogy and the associated availability
of electronic cross-connections and of | SDN-BRI. Depl oynent of
each is technologically practicable. W conclude, therefore,

t hat BA- NY does not "convincingly show that the depl oynent of the
equi pnent needed to do so is technol ogically inpossible or

-11-
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econom cally unjustified" ¥ in order to maintain the present
prices of |SDN | oops, nor does BA-NY nmake "a persuasive

showing ... that it would not be feasible and sensible to devel op
and depl oy equi pnent enabling electronic link provisioning in an
all fiber network” 2 in order to preclude the reduction of the
central office wiring tinme to five mnutes. Accordingly, the
rates for these two itens should be reduced in the manner
contenplated in our earlier orders.

The effects of GR- 303 technol ogy, of course, go far
beyond the itens at issue here, extending to fundamental nmatters
of network design and associ ated costs. Those inplications
shoul d be fully explored in the Second Network El enents
proceedi ng, and the network design contenplated there should
i ncorporate GR- 303 technol ogy.

CONCLUSI ON
W will direct that Bell Atlantic reduce the rates for
central office wiring and | SDN-BRI | oops fromtheir present |evel
to those identified in our prior rulings. In addition, we wll

direct that GR-303 technol ogy be considered in the design of the
network construct in the Second Network El ements Proceedi ng.

1 Case 95-C- 0657, supra, Order Granting in Part Petition for
Rehearing, p. 6.

2l Case 95-C-0657, supra, Opinion 97-19, mineo p. 59.
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The Conmi ssion orders:

1. Wthin 20 days of the date of this O der, New York
Tel ephone Conpany, d/b/a Bell Atlantic-New York (Bell Atlantic),
shall file tariff amendnents consistent with this Order. Upon
filing those tariff anmendments, Bell Atlantic shall serve copies
on all active parties to these proceedings. Any party wishing to
comment on the tariff anmendnents may do so by submtting 10
copies of its comments to the Acting Secretary within 15 days of
the date the anmendnments are filed. The tariff anendnents shall
not take effect on a permanent basis until approved by the
Comm ssion but may be put into effect on a tenporary basis on one
day's notice, subject to refund if found not to be in conpliance
with this Order. For good cause shown, newspaper publication of
the tariff amendnments is waived

2. These proceedi ngs are continued.

By the Comm ssion,

( SI GNED) DEBRA RENNER
Acting Secretary

-13-



