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SUPPLEMENTAL COMMENTS OF AT&T CORP.

Pursuant to the Commission’s Public Notice,'! AT&T Corp. (“AT&T”)
respectfully submits these supplemental comments in opposition to the application of Verizon for

authorization to provide in-region, interLATA services in New Jersey.

I. THE NJBPU’S FINAL RATE ORDER CANNOT SAVE VERIZON’S
PREMATURE APPLICATION.

Verizon made a calculated gamble to file a premature New Jersey Section 271
Application before state proceedings to establish its UNE rates were concluded. In the absence
of any explanation how the New Jersey Board of Public Utilities (“NJBPU”) set Verizon’s UNE
rates, Verizon has obviously been unable to satisfy its checklist burden to prove that the NJBPU
followed the Commission’s TELRIC rules. Verizon’s gamble that a final explanatory rate order

would issue promptly did not pay off, and Verizon must bear the consequences of that gamble —

' See Comments Requested in Connection With Verizon’s Section 271 Application For New
Jersey, CC Docket No. 01-347, DA 02-580 (dated March 8, 2002) (“Public Notice”).
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the NJBPU’s final rate order issued on day 76 of this 90-day proceeding is both too late and too

little to cure Verizon’s premature Application.

Unlike Verizon in New Jersey, previous Section 271 applicants have filed their
applications only affer the state commission issued its final order approving and explaining the
rates on which that application is predicated. That is no coincidence. Previous applicants have
all realized that in the absence of explanation how rates were determined, the applicant has no
way — absent presenting a full cost case to the Commission, which Verizon did not even attempt
here — to meet its burden to prove that its rates reflect proper application of the Commission’s
TELRIC rules and are accordingly just, reasonable and nondiscriminatory. Thus, Verizon’s
application in this proceeding could only have been predicated on the hope that the NJBPU
would issue a final rate order days or weeks after the Application was filed, and that the
Commission would then excuse the initial deficiency in the Application as harmless error. That

did not happen.

On December 17, 2001, the NJBPU issued a Summary Order® adopting UNE
rates for New Jersey. The New Jersey Board of Public Utilities (‘NJPBU”) promised to follow
the Summary Order with a final order “fully setting forth the [NJBPU’s] . . . analysis of the
issues, the positions of the parties, and the reasoning underling the Board’s determinations.”
Summary Order at 2. Verizon, however, did not wait for the NJBPU to issue a final order and
instead rushed to file its application just three days after the Summary Order was released.

Consequently, neither the Commission nor interested parties could fully assess whether the

?> Summary Order of Approval, In the Matter of the Board’s Review of Unbundled Network
Llements Rates, Terms and Conditions of Bell Atlantic New Jersey, Inc., Docket No.
To00060356 (released December 20, 2001) (“Summary Order”).
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NJBPU’s determinations were faithful to the governing TELRIC rules, or even whether the
Verizon “compliance” rates announced in the Summary Order in fact complied with the
NIBPU’s (in part undisclosed) resolution of the many disputed rate issues. The NJBPU did not
issue a final order until day 76 of this proceeding — only 14 days before the statutory deadline for
ruling on Verizon’s New Jersey Application. That means that from day one until day 76, critical
evidence was not on the record in this proceeding — i.e., the principles applied by the NJBPU in

setting the rates on which Verizon’s Application is premised.

Reliance on the NJBPU’s Final Order this late in the game would plainly and
inexcusably violate both the letter and core purposes of the Commission’s “complete when filed”
rule and would be patently arbitrary and capricious. As emphasized by the Commission, “new
evidence after the filing of its application . . . impairs the Commission’s ability to evaluate the
credibility of such new information” and “undermine[s] this Commission’s ability to render a
decision within the 90-day statutory period.” Michigan 271 Order ¢ 55. Because a full
evaluation of the Final Order is critical to evaluating whether Verizon’s Application complies
with Checklist Item 2, and because that order was not available until day 76 of the 90 day
statutory period in which the Commission must render a decision, the Commission’s “complete
when filed rule” demands denial of Verizon’s Application. If Verizon believes that the Final
Order would provide a basis for a sustainable determination that Verizon’s New Jersey rates are
TELRIC-compliant — and, as explained below, it does not — Verizon should refile its Application
so that the full 90-day period is available to assess Verizon’s application in light of the NJBPU’s

Final Order setting UNE rates for New Jersey.

Verizon cannot look for help in the Commission’s recent Rhode Island 271 Order.

Verizon’s Rhode Island Application was arguably complete when it was filed — that application
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relied on rates that had been approved by the state commission (which had issued its final order
explaining and approving those rates) and on a comparison to New York’s rates that were in
effect at the time that Verizon filed its Rhode Island Application. The issue that arose in that

case was whether Verizon should be permitted to reduce its Rhode Island rates based on the

actions of another state commission (New York) on day 80 of the 90-day period for Commission
review. The Commission determined that the timing of the release of the New York
Commission’s Order “was not within Verizon’s control” and that, in any event, parties had “an
opportunity to evaluate the new rates and to comment.” See R/ 271 Order § 11. The situation in

New Jersey is not remotely analogous to that in Rhode Island.

Verizon was fully in control of when to file its New Jersey Application. To the
extent that Verizon expected to rely on the rates adopted by the NJBPU, and indeed to urge the
Commission to defer to the NJBPU’s findings, it was incumbent upon Verizon to ensure that the
NJBPU'’s findings were available and subject to full review by the Commission and the parties
throughout this proceeding. Verizon did not do so, and it cannot now be saved because the
NJBPU has finally issued its Final Order in the last days of the Commission 90-day review
period. Verizon’s New Jersey Application was not rendered deficient by the unexpected actions
of another state commission, but was fatally flawed from the day that Verizon filed that

Application due to Verizon’s decision to prematurely file the Application.

The RI 271 Order also noted that a waiver of the complete when filed rules was
appropriate because the Commission and interested parties had enough time to assess the impact
of the New York decision on Verizon’s Rhode Island Application. There, parties had about a
month to assess the impact of the New York decision on Verizon’s Rhode Island Application.

That clearly is not the case here, where the Commission and the parties have only days to assess
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the impact of the NJBPU Final Order on Verizon’s Application. Relatedly, the R/ 271 Order
noted that a waiver was appropriate in that case because the “rate changes at issue were limited.”

Id. q 10. That also is not the case here. The NIJBPU’s Final Order purports to supply the

reasoning for every rate relied on by Verizon.

Finally, it is not even clear that the Final Order will stand. Verizon responded to
the Board’s direction to “submit a verified statement no later than March 12, 2002, indicating
whether Verizon NJ waives its right to challenge the Board’s UNE rates in any court or before

this Board” (Final Order at | 82, p. 279), by indicating that Verizon “has not determined”

whether it will appeal the Board’s decision and “cannot waive its rights to do so.” March 12,
2002, letter from Bruce D. Cohen to Kristi Izzo, BPU Secretary (attached as Attachment 1).> At
a minimum, this leaves finality of the Board’s UNE rate determinations as a wholly unsettled
question, and in any event elevates the prospect for a Verizon appeal to increase its UNE rates as

soon as this Commission acts on its 271 application.

For the foregoing reasons, there is no question that Verizon’s application could
not possibly be saved by deference to last-minute NJBPU rate analysis. Rewarding Verizon for
its unsuccessful gambit would end any semblance of order in the section 271 process and
encourage future applicants to prematurely file applications before state commissions issue the
orders that are necessary for the Commission and the parties to know whether the Act and the
Commission’s rules were followed in establishing the terms and conditions for access to the

applicant’s network.

> In response, AT&T filed a letter motion on March 13, 2002, (attached as Attachment 2) asking
the Board to rescind its recommendation to this Commission that Verizon’s 271 application be
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II. THE NJBPU’S FINAL ORDER ONLY CONFIRMS THAT VERIZON’S UNE
RATES ARE SUBSTANTIALLY OVERSTATED AND PRECLUDE
COMPETITIVE ENTRY.

In all events, even if the Commission were to endorse Verizon’s request to
effectively overrule the complete when filed rule and consider the NJBPU’s Final Order this late

in the process, that order raises more questions than answers about the validity of Verizon’s New

Jersey rates.

A. Verizon’s Hot Cut Rates.

The record overwhelmingly demonstrates that Verizon’s grossly inflated New
Jersey hot cut rates preclude profitable facilities-based entry and are grossly inflated above

TELRIC levels.* Verizon’s New Jersey hot cut NRC is $159.76; its Pennsylvania hot cut NRC is

$4.17. Verizon has not even attempted to explain why its New Jersey hot cut costs could
rationally exceed costs for the very same processes in Virginia, Maryland, Delaware and

Massachusetts by as much as 1000 percent.

Verizon now attempts to justify its inflated New Jersey hot cut NRCs by asserting
that the relevant hot cut rate for New York should be $185, notwithstanding that the hot cut NRC
actually paid by CLECs in New York is $35. According to Verizon, the only reason that New
York’s hot cut NRC is $35 is because Verizon “volunteered” to the lower its $185 New York hot
cut NRC to $35. See VZ March 8 ex parte Letter at 5. Verizon concludes, therefore, that the

$35 hot cut NRC is meaningless and that its New Jersey hot cut rates should be benchmarked

approved. The Board had expressly conditioned its endorsement of Verizon’s 271 application on
Verizon’s acceptance of the Board’s UNE rates.

* See, e.g., ASCENT Comments at 5; Cavalier Comments at 10; AT& T Comments at 14; AT&T
Reply Comments at 8.
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against the $185 hot cut NRC. Verizon fundamentally misunderstands the relevant

benchmarking practices.

The Commission’s benchmarking analysis relies only on acfual rates that the
Commission has actually approved in the Section 271 context. Verizon’s $185 New York hot

cut rates were never even implemented in New York, and, if Verizon had not agreed to reduce

them, they would have been subject to reconsideration petitions by AT&T and others. Indeed,
the NYPSC Staff recognized implicitly that an increase of hot cut rates from the then existing
rate of $24 to $185 would have been the death knell for competitors, when it testified in support

of the settlement to reduce the hot cut rate to $35. See In the Matter of Verizon — New York,

Case 00-C-1945, at 29-30 (NYPSC Feb. 2002). Certainly, this Commission has never approved
such a high hot cut NRC for New York or, indeed any section 271 proceeding. The sole basis
for permitting a benchmarking approach is that a rate which is equivalent to a rate that the
Commission has already approved is deemed by the Commission to be presumptively valid.
Benchmarking against rates that the Commission has never even examined, much less approved,
literally makes no sense. It would be the worst of policies, encouraging all manner of political

gamesmanship that inevitably would lead to insurmountable barriers to entry.

Verizon’s New Jersey hot cut rates are a perfect example. As numerous
competitors have shown, such extreme rates would spell the end of facilities-based competitive
entry. See, e.g.,, ASCENT Comments at 5; Cavalier Comments at 10; AT&T Comments at 14;
AT&T Reply Comments at 8. Indeed, that is obvious from the numbers alone - it defies
common sense even to suggest that new entrants could profitably absorb an additional $50-100
per customer each year. And with Commission approval of a $160 New Jersey (or $185 New

York) hot cut rates, Verizon would then seek to leverge that “benchmark” into all other states in
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its region, and claim that this Commission would be bound by the New Jersey determination in

all future section 271 proceedings.

Verizon’s only other response is to complain that if hot cut and other non-
recurring charges are amortized over 36 or 60 months and mixed with recurring charges, New
Jersey does not seem so far out of line. See Verizon Reply, Garzillo/Prosini Decl. 28. Even if
that were true, but see AT&T’s March | Ex Parte, new entrants are not indifferent about the
allocation of costs between recurring and non-recurring charges. In the face of such
extraordinarily high non-recurring charges, new entrants must be cautious in their assumptions
about how long they will retain customers, because the consequence of error is certain losses.
That is presumably why the Commission’s rules forbid the shifting of recurring costs to non-
recurring charges 47 C.FR. 51.507(d) (“recurring costs shall be recovered through recurring
charges”) that Verizon apparently contends through its comparison of combined recurring/non-
recurring charges occurred in New Jersey. But even if such misallocations were not flatly
unlawful, no new entrant would, as Verizon claims, assume a five year customer retention under
any circumstances.’” With non-recurring charges this high, it would be imprudent to assume
much more than two years; and, at any reasonable customer retention assumption, even Verizon
must concede that its New Jersey hot cut NRCs remain out of line, regardless whether they are

combined with recurring charges for purposes of comparison.

As fully documented by AT&T, the reason that Verizon’s New Jersey hot cut

NRCs are so inflated is that they are infected by myriad fundamental TELRIC errors in

> The NJBPU found that assumption appropriate only with respect to Verizon, and that makes
sense given that Verizon faces almost no competition and “loses” customers only when they
move.




Verizon New Jersey 271 - AT&T Comments

Verizon’s cost studies. See, e.g., AT&T March 1 ex parte Letter at 2-6 & Walsh Decl. | 9-30.
Verizon’s hot cut rates (1) are based on improper assumptions regarding the ratio of integrated
digital loop carrier (“IDLC”) lines and end-to-end copper lines; (2) double count costs that
Verizon already recovers from its retail customers, (3) are inflated by improper assumptions
regarding the use of manual processes to perform hot cuts. See id.; see also Walsh Supp. Decl.
99 4-24 (attached as Attachment 3). Verizon’s has offered no legitimate response to these

. 6
showings.

In its March 1 ex parte Letter, AT&T demonstrated that Verizon’s methodology
for computing New Jersey hot cut NRCs violates the NJBPU’s finding that Verizon’s NRCs
should be computed based on the assumption that 60 percent of its lines are integrated digital
loop carrier (“IDLC”) and that 40 percent of its lines are copper-to-copper. See Final Order at
71. Verizon effectively concedes this point. Verizon admits that it currently charges CLECs a
separate hot cut NRC for performing IDLC and copper-to-copper hot cuts. See VZ March 8,
2001 ex parte Letter at 7-8. The problem with that rate structure is that Verizon’s embedded
network does not remotely reflect a forward-looking network with a 60/40 split of IDLC and
copper-to-copper lines. Rather, Verizon’s embedded New Jersey network contains only 17
percent IDLC lines and 83 percent copper-to-copper lines. See, e.g., Summary Order at 6.
Consequently, CLECs end up paying the IDLC hot cut rate only 17 percent of the time (rather

than 60 percent of the time) and the copper-to-copper hot cut rate 83 percent of the time (rather

% Verizon’s general response to these TELRIC errors is that the “New Jersey Board already has
addressed [the arguments raised in AT&T’s ex parte Letter] regarding the efficiency of the hot
cut process.” Verizon at 10. That is no response at all. Whether or not the NJBPU addressed
those TELRIC errors does not remedy the fact that they still inflate Verizon’s hot cut rates and
must be eliminated.

10




Verizon New Jersey 271 - AT&T Comments

than 40 percent of the time). Verizon’s hot cut NRCs, therefore, plainly contravene the clear

mandate of the NJBPU’s Final Order. See Walsh Supp. Decl.  4-6.

As Verizon points out, however, the problem is even worse than described above
because Verizon’s IDLC hot cut rate assumes that the IDLC loop will first be converted to
copper and therefore Verizon’s rates effectively reflect a 100 percent copper loop assumption, in
direct contravention of the NJPBU’s determinations and any possible application of TELRIC.
See VZ March 8 ex parte at 5-8. Specifically, Verizon’s cost study assumes that hot cuts cannot
be performed on IDLC lines without first converting those lines to copper-to-copper lines and
then performing a copper-to-copper hot cut. See, id. In other words, Verizon’s current IDLC
rates include all of the manual and other non-TELRIC processes that are reflected in Verizon’s
copper-to-copper hot cut rate plus the additional cost of converting the IDLC line to a copper-to-
copper line. That entire process is plainly unnecessary. There is no question that Verizon can
easily complete IDLC-to-IDLC hot cuts using virtually all electronic processes at very low cost.
See Walsh Decl. § 28 & Attachment 2. In fact, even Verizon’s own “notes” confirm that IDLC-
to-IDLC hot cuts easily can be performed electronically. See Walsh Supp. Decl. | 6 &

Attachment 1.

Verizon’s hot cut NRCs are inconsistent with the NJBPU’s Final Order in many
other respects as well. For example, the NJBPU ordered Verizon to remove all “Field
Installation” costs from its hot cut NRCs. Final Order at 161. However, according to Verizon’s
Compliance Filing, Verizon has not even begun to remove all of those costs from its New Jersey
hot cut NRCs. See Walsh Supp. Decl. §f 7-9. To the contrary, Verizon’s hot cut rates continue
to be inflated by numerous “Field Installation” costs, again in direct violation of the NJBPU’s

Final Order. See id.

11
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Verizon’s hot cut NRCs also are inflated by well-documented double-counting.
Specifically, Verizon’s hot cut NRCs reflect certain disconnection costs that Verizon already
recovers through its retail rates. See AT&T March 1 ex parte Letter at 4 & Walsh Decl. ] 17-
25, see also Walsh Supp. Decl. ]10-17. Verizon denies this fact, claiming that “the [connect]
costs associated with a hot cut, when a retail customer chooses to migrate to a Verizon retail
competitor, account only for Verizon’s costs for connecting a hot cut beyond those associated
with the disconnection of the end-user’s service” But Verizon’s own New Jersey Compliance
Filings show that this statement is not true. According to Verizon’s Compliance Filing,
Verizon’s hot cut rates reflect numerous costs associated with the “‘RCMAC” workgroup, which
focuses almost entirely in retail disconnect services. See Walsh Supp. Decl. §910-17. For
example, Verizon’s non-recurring cost model reflects a RCMAC task for releasing of translation
packets. See id. That process is required only to disconnect the retail service — and Verizon has

already recovered those costs from its retail customers. See id.

Remarkably, Verizon actually boasts about its iﬁefﬁcient hot cut processes.
According to Verizon, it “does not simply turn off its dial tone at the exact date and time
scheduled for migrations” rather “Verizon’s dial tone is [not] disconnected [until] 11:59 pm on
the due date — well after the customer has been migrated by the CLEC.” VZ March 8 ex parte at
13. According to Verizon, this expensive process allows Verizon to “resolve any problems.” /d.
In a forward-looking network, however, this process would be entirely unnecessary. See Walsh
Supp. Decl. § 20. Verizon’s responsibility should end at the time that the hot cut was scheduled
to take place. See id And CLECs should not have to pay for the increased costs caused by

Verizon’s inefficient methodologies.

12
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Lacking any better response, Verizon attempts to justify the use of non-TELRIC
manual processes and other inefficiencies that inflate its costs by blaming CLECs. According to
Verizon, CLECs requested the inefficient methodologies used by Verizon to implement hot cuts.
See, e.g., VZ March 8 ex parte at 11. However, Verizon fails to note that these additional
activities have been implemented only because Verizon’s hot cut provisioning process was So
poor and often resulted in outages for new CLEC customers. See Walsh Decl. § 25; Walsh Supp.
Decl. § 18. For example, Verizon maintains a technician on stand-by while AT&T switch
translations are programmed so that the technician will be available to correct errors in the hot
cut provistoning that would result in no dial-tone for the new AT&T customer. See id In a
forward-looking network, where many hot cuts can be provisioned using only electronic
processes and where the rest of the hot cuts are properly and efficiently performed by Verizon,
these protective mechanisms would not be necessary. See id Thus, the costs incurred by
Verizon are due to inefficiencies in its embedded network and its hot cut functions, and would
not exist in a forward-looking network (i.e., the type of network for which Verizon is paid
through recurring charges). But Verizon’s costs are inflated by superfluous processes that are

not even necessary taking Verizon’s existing network as given. See id.

Verizon’s only response to these facts is that its hot cut process is stellar and has
received “accolades” from “independent standards bodies.” See VZ March 8 ex parte Letter at
12. The only “accolade” Verizon is able to cite, however, is an ISO-9000 certification. See id.
Predictably, Verizon neglects to mention the “prestigious” 1SO-9000 certification takes the
process to be certified as a given and only examines whether that process is well-documented
and carried out as planned. ISO-9000 in no way examines whether the process is efficient or

forward-looking. Thus, Verizon could obtain ISO-9000 certification for a hot cut process that

13
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relied on 100 technicians and hand delivery of instructions from one Verizon department to
another, so long as Verizon properly documented and followed that patently inefficient process.

See Walsh Supp. Decl. § 19.

Lastly, Verizon retreats to its age old argument that it should be permitted to
recover the costs of the numerous inefficient activities reflected in its hot cut rates simply
because those activities are required given its embedded network. See VZ March 8 ex parte at
13-14. There are two fundamental problems with that argument. First, as fully documented by
Mr. Walsh, it is not true that Verizon’s embedded network requires hot cut processes that include
the myriad manual and other inefficient procedures that its hot cut NRCs currently reflect. See
Walsh Decl. 99 21-24.7 Second, it is axiomatic that TELRIC allows Verizon to recover only
efficient forward-looking costs, not the costs caused by inefficiencies in its embedded network.
See, e.g., Local Competition Order | 685 (the forward-looking pricing methodology for
interconnection and unbundled network elements should be based on costs that assume that . . .
[the] local network will employ the most efficient technology”) (emphasis added). Thus,
Verizon’s claims that it should be allowed to recover the costs associated with inefficiencies in

its network must be rejected.

Correcting for all of the problems with Verizon’s hot cut rates, AT&T has

demonstrated (and fully documented) that Verizon’s New Jersey hot cut NRC should be no

7 Contrary to Verizon’s claim that the efficient hot cut methodology described by Mr. Walsh is
“imaginary” and could not actually be implemented, VZ March 8 ex parte at 12, the process
described in his testimony has been commonly used for years to migrate customers in a matter of
seconds from one switch to another during switch cut-over conversions. See Walsh Decl. | 22-
23. The new switch office equipment is cross-wired to existing cable pairs and translations are
programmed in the switch. On the night of the conversion, instructions are sent to the old
(disconnecting) switch to terminate (or shut-down) service to that switch. Within a few seconds,
a similar instruction is sent to the new switch to turn-on translations.

14
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higher than $4.35. See Walsh Decl. §27. The NJBPU found that a forward-looking network in
New Jersey would contain 60 percent IDLC and 40 percent end-to-end copper. The costs for 60
percent of hot cuts in New Jersey, therefore, would be $0.54. See id. The copper-to-copper
loops will require only minimal manual processes, not the overblown processes asserted by
Verizon. See id. The cost of these processes for the remaining 40% of the hot cuts in New
Jersey would be $10.06 per line. See id. Taking a weighted average of these costs, the average
hot cut NRC in New Jersey, based on the NJBPU’s definition of a forward-looking network,

would be $4.35, not the $159.73 to $233.12 charged by Verizon. See id.

B. Verizon’s Switching Rates.

Verizon’s switching rates also plainly violate TELRIC principles. Verizon admits
that it recovers its costs of vertical features through its usage-based switch rates rather than
through its flat-rated port rate. See Verizon Reply at 36. Because the cost of vertical feature
software does not vary with usage, CLECs with above-average usage will pay more than the
actual cost of the vertical feature and CLECs with below-average pay less than the actual cost of
the features. Verizon’s practice of recovering vertical feature costs through is usage-sensitive
switch rates violates, therefore, violates fundamental TELRIC principles. See, e.g., Local
Competition Order 9 743 (as a general rule . . . incumbent LECs’ rates for interconnection and
unbundled elements must recover costs in a manner that reflects the way they are incurred”); see
also id. 744 (“we require that the charges for dedicated facilities be flat-rated” not “[u]sage-

based”).

III. VERIZON’S CLAIMS THAT AT&T’S SUBMISSION IS LATE ARE BASELESS.

Verizon asserts that AT&T’s March 1, 2002 ex parte relating to hot cuts is “the

first time in the current proceeding that AT&T has attempted to provide substantive support for

15
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its claim” that Verizon’s hot cut NRCs are substantially inflated. VZ March 8 Lx Parte at 1.
That is false. As Verizon is fully aware, AT&T’s March 1 Ex Parte was only a reply to
Verizon’s misleading response to the hot cut problems that AT&T identified in both the state

proceedings and in its comments in this proceeding.

Contrary to Verizon’s assertions, AT&T (and several other parties) provided
substantial evidence and detailed testimony demonstrating that Verizon’s hot cut NRCs are
massively inflated above TELRIC levels. Specifically, AT&T explained that Verizon’s hot cut
rates were the result of numerous non-TELRIC assumptions, including reliance on several
manual processes that the NJBPU had expressly forbidden. AT&T attached a portion of the
testimony submitted by Richard Walsh in the proceeding before the NJPBU showing that
TELRIC-compliant hot cut rates in New Jersey should be under $10/month/line. AT&T also
submitted the testimony of John Szcepanski who provided comparisons of Verizon’s New Jersey
hot cut rates to those in other states showing that Verizon’s New Jersey hot cut rates are from
117 to over 3000 percent above those in its other states. Mr. Szepanski further explained that,
because of Verizon’s massively inflated hot cut rates, AT&T will have to reconsider its UNE-L
local entry strategy for business customers. In addition, AT&T submitted the testimony of
Stephen Huels who explained that Verizon’s inflated hot cut rates also negatively impact
AT&T’s UNE-L local entry strategy for residential customers. Thus, contrary to Verizon’s
assertions, AT&T did not identify the critical flaws in Verizon’s testimony for the first time in its

March 1, Ex Parte.

In reality, AT&T filed its March 1, Ex Parte in direct response to Verizon’s new
(and misleading) statements relating its hot cut rates contained in Verizon’s Reply Comments

and in its February 20, 2002 FEx Parte Letter. On February 1, 2002, Verizon raised for the first

16
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time the flawed argument that its hot cut NRCs, although substantially higher than those in other
states, can be evaluated only after amortizing those hot cut NRCs over three to five years and
then combining those hot cut rates with its non-recurring costs. Then, on February 20, 2002,
Verizon submitted an Ex Parte Letter to the Commission stating that its inflated hot cut rates are
consistent with the NJBPU Summary Order, and submitted new festimony from the state
proceeding purporting to support this assertion. AT&T’s March 1, 2002 Ex Parte Letter and
supporting testimony was a prompt response, at the Commission Staff’s request, to Verizon’s
new arguments relating to its overstated hot cut NRCs. AT&T’s response included a short
declaration by its witness in the state proceeding which responded directly to the new issues
raised in Verizon’s February 20 Ex Parte Letter. Thus, contrary to Verizon’s assertions,
AT&T’s March 1, 2002 ex parte Letter was appropriately filed in direct response to new claims

raised by Verizon and to the Commission Staff’s requests for additional information.

17
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CONCLUSION

For the foregoing reasons, Verizon’s application for interLATA authorization in

New Jersey should be denied.

Respectfully submitted,

Mark E. Haddad Mark C. Rosenblum

David L. Lawson Lawrence J. Lafaro

R. Merinda Wilson James Talbot
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Richard E. Young AT&T CORP.
Christopher T. Shenk 295 Basking Ridge, NJ
SIDLEY AUSTIN BROWN & WOOD, L L P. (908) 221-8410

1501 K St., N.W.

Washington, D.C. 20005
(202) 736-8000

Attorneys for AT&T Corp.

March 13, 2002
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March 12, 2002

Via Hand Delivery

Kristi Izzo, Board Secretary
Board of Public Utilities
Two Gateway Center
Newark, NJ 07102

Re: In the Matter of the Board’s Review of Unbundled Network Element
Rates, Terms and Conditions of Bell Atlantic-New Jersey, Inc. --
Docket No. TO00060356

Dear Secretary 1zzo:

In its Order of March 6, 2002 in this proceeding, the Board directed Verizon New
Jersey Inc. to:

submit a verified statement no later than March 12, 2002 indicating whether
Verizon NJ waives its right to challenge the Board’s UNE rates in any court or
before this Board; and certifying that it will not charge rates greater than the UNE
rates herein adopted; and affirmatively stating that it is currently charging these
rates.

Verizon NJ presumes that this letter, submitted by counsel of record in the matter and an
officer of the company, satisfies the Board’s prescribed requirements respecting
“verifi[cation]” and “certif[ication.]”

Verizon NJ has not determined whether it will “challenge the Board’s UNE rates
in any court or before this Board,” but it cannot waive its right to do so. At a minimum,
there may come a time in the future when Verizon NJ would want to change one or more
of those rates because of a change in costs or a change in the law. For example, the FCC
recently initiated its Triennial Review of UNEs;' similarly, a case currently pending
before the United States Supreme Court may materially affect the TELRIC

' In re: Review of the Section 251 Unbundling Obligations of Incumbent Local Fxchange
Carriers, Notice of Proposed Rulemaking; and Review of Regulatory

Requirements for Incumbent LEC Broadband Telecommunications Services,

Notice of Proposed Rulemaking. FCC Docket No. CC 01-339, dated Dec. 12, 2001.




Secretary Kristi Izzo
March 12, 2002
Page 2

methodology.2 Decisions in either of those proceedings could require that the Board re-
examine the matters before it in this case. Nonetheless, Verizon NJ commits to taking no
action to seek a stay or delay of implementation of the rates specified in the Order of
March 6, 2002.

As indicated in correspondence of January 10, 2002 to Acting Secretary Ogden in
Docket No. TO01090541, Verizon NJ is currently charging its wholesale customers the
rates prescribed in the summary order of December 17, 2001, which, upon belief, are the
same rates that are included in the Order of March 6, 2002. Verizon NJ will not charge
more than those rates as long as they remain in effect.

We trust this correspondence is responsive to the Board’s directive, but please do
not hesitate to contact the undersigned should the Board require further information.

Very truly yours,

Bruce D. Cohen

BDC:dmp
cc: Service List (via e-mail & first class mail)

* Verizon Comms. Inc. v. FCC, S. Ct. Docket No. 00-511, argued October 10, 2001.
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March 13, 2002

BY HAND

Kristi 1zzo

Secretary

Board of Public Utilities
State of New Jersey
Two Gateway Center
Newark, NJ 07102

Re:  I/M/O the Consultative Report on the Application of
Verizon New Jersey Inc. for FCC Authorization to
Provide In-Region, InterLATA Service in New Jersey
BPU Docket No. TO01090541

Dear Secretary 1zzo:

AT&T Communications of NJ, L.P. (“AT&T”) submits this letter motion requesting that
the Board reverse its finding that Verizon New Jersey Inc. (“VNJ”) has complied with checklist
item (ii), non-discriminatory access to unbundled network elements (“UNEs”) of Section 271 of the
Telecommunications Act of 1996 (“Act”) and immediately notify the Federal Communications
Commission that the Board no longer recommends approval of VNJ’s Section 271 application for
interLATA authority. AT&T respectfully requests that the Board decide this motion on an
expedited basis because the Act’s ninety-day period in which the FCC must decide VNJ’s Section
271 application expires on March 20, 2002.

The Board should take this action because recent events demonstrate that VNJ is not in

compliance with checklist item (i1). First, VNJ has not satisfied the Board’s explicit condition that




Kristi I1zzo

March 13, 2002

Page 2 of S

VNI agree to not challenge the Board’s UNE rate decisions. Second, new facts demonstrate that

VNI does not provide an accurate wholesale bill to CLECs as required by the Act.

VNJ Has Not Agreed To Waive Any Right To Challenge The Board’s UNE Rates

The Board’s consultative report to the FCC made it clear to VNJ, the CLECs and the FCC

that its willingness to support VNJ’s 271 application was expressly conditioned on VNJ’s

willingness to adhere to the UNE rates the Board established in the UNE proceeding. !

Based upon the evidence in the record, and because the Board has
established TELRIC-compliant rates for UNEs in the UNE Summary Order
dated December 17, 2001, which are the lowest in the Verizon region and
among the lowest in the country, we conclude that Verizon NJ will
demonstrate compliance with Checklist Item 2 if it charges no more than the
new rates to all CLEC’s in New Jersey, effective December 17, 2001,
irrespective of any rates currently being charged either through previous
agreements or otherwise. A Verizon NJ challenge to the validity or effective
date of the rates or any attempt to increase or otherwise change these rates,
will raise the question of whether the modified rates are TELRIC compliant,
thus not permitting the Board to find compliance with Checklist Item 2.

Consultative Report at 24 (emphasis added).

For nearly two months, VNJ stood silent on whether it would accept the Board’s condition.
Yesterday, however, in response to the Board’s demand that VNJ disclose its position, VNI stated

in no uncertain terms, that it does not accept this condition and will not waive its right to challenge

the UNE rates. Letter of B. Cohen to Secretary [zzo, dated March 12, 2002, Docket No.

TO00060356. Thus, VNI has failed to provide the assurance required by the Board in its

Consultative Report. Indeed, it is obvious that VNI intends to challenge the Board’s UNE rate

I/M/O the Board’s Review of Unbundled Network Elements Rates, Terms and Conditions of Bell Atlantic

New Jersey, Inc., Docket No. TO00060356.




Kristi Izzo
Secretary
March 13, 2002
Page 3 of 5

determinations as soon as its Section 271 application is not pending before the FCC — which is
directly at odds with the Board’s decision.

The Board was unequivocal in its statements that any VNJ challenge to the rates would
cause the Board to reverse its recommendations to the FCC. VNI had to know from the day the
Board announced its UNE rate decision that it planned an appeal, yet stood silent in the hopes that
it could win 271 approval before being required to show its hand. This sort of gamesmanship,
where VNI only pretends to comply with the Act’s and the Board’s market opening conditions
long enough to get what it wants, is exactly what the Board’s condition was intended to prevent.
Accordingly, the Board should modify its consultative report to reflect VNJ’s non-compliance with
the Section 271 checklist.

It goes without saying that this must be given immediate attention. By law, the FCC must
act on VNJ’s 271 application one week from today, March 20, 2002. In order for the Board’s
views to be given full consideration by the FCC, the agency must hear from the Board as soon as
possible.
1L, VNJ’s Wholesale Bills Are Discriminatory

In its Consultative Report, the Board recognized that accurate wholesale bills were critical
to the development of a competitive local exchange market and were required by the Act.> During
this proceeding, numerous parties cautioned the Board against any finding that VNJ provided non-
discriminatory access to its OSS absent further commercial data and VNJ’s implementation of the

new UNE rates. New evidence demonstrates that these cautions were well-founded. VNIJ’s

: The Board stated that “Verizon NJ must render timely, accurate and auditable carrier bills to be paid for

Verizon-provided services to its CLEC customers.” Consultative Report at 40.




Kristi [zzo
Secretary
March 13, 2002
Page 4 of §

wholesale bills provided after VNI allegedly implemented the Board’s UNE order contain
significant errors. This performance harms CLECs and establishes that VNJ does not provide
nondiscriminatory access to its OSS.

AT&T provides local service to certain New Jersey business customers through the
purchase of the UNE-platform (“UNE-P”) from VNJ. VNI bills AT&T for these wholesale
services on a monthly basis. As the Board is well aware, the UNE-P includes the unbundled port
and switch. Purchasing VNJ’s unbundled port and switch provides a CLEC with, among other
things, the ability to provide vertical features to its customers without any additional charges.
Thus, any wholesale bill for UNE-P should not include separate charges for features such as
touchtone or call waiting.

However, in reviewing a sample of its January and February 2002 UNE-P wholesale bills
from VNJ, AT&T discovered that VNJ imposed on certain accounts charges for both unbundled
switching at UNE rates and for vertical features at retail rates. Copies of such bills along with their
billing claims forms are attached to this letter motion. As noted above, there is no basis for both
charges to ever appear on the same bill for a customer. This substantial deficiency in VNJ’s OSS
performance harms CLECs. In order to protect itself from paying numerous incorrect charges,
AT&T must expend substantial resources reviewing and analyzing the wholesale bills and
requesting credits from VNJ. This imposes unnecessary and significant costs upon CLECs that
VNI does not incur.

Based on this indisputable evidence, the Board should notify the FCC that its previous
findings regarding the accuracy of VNJ’s wholesale bills are no longer correct.

CONCLUSION




Kristi 1zzo
Secretary
March 13, 2002
Page S of 5

No doubt, VNI has placed the Board in a position that the Board did not expect when the
Consultative Report was filed. Despite serious misgivings regarding this docket’s process overall
and VNJ’s filing with the FCC before the Board even completed the proceeding, the Board elected
to conditionally support VNJ’s request for interLATA authority. Two months ago the Board
expected VNJ to comply with the conditions in the Consultative Report. VNI has not done so.
VNJ did not satisty two critical conditions established by the Board.

Thus, now the Board should take appropriate action. AT&T respectfully requests that the
Board immediately and formally notify the FCC that the Board’s support of VNJ’s Section 271
application is withdrawn.

Respectfully submitted,

Frederick C. Pappalardo

Gregory K. Smith

Encl.
cc: Attached Service List (by e-mail and regular mail)




03/13/02 WED 11:27 FAX 908 204 8538 AT&T

ool

ATTACHMENT




03/13/02 WED 11:27 FAX 908 204 8538 AT&T 4002

BELL ATLANTIC CLEC MANUAL CLAIMS FORM

Select One: Usage ( ) Non-recurring ( ) Recurring (x)
Ban/Acct # 6092101003 End User Acct #: 97348-5048
Bill Date: 1/20/02 Invoice # Amount of Claim: $6.59

Reason for Claim: AT&T does not pay for touch tone $2.00 and call waiting $4.59.

Type of Call: NA No. Called: NA (usage claims only)

Duration: NA Date of Cail: NA

From Bill Page No: NA To Bill Page No: (usage and non-recurring claims only)
From Bill Line ID: NA To Bill Line ID:

usoc: NA PON/Qrder #: NA {recurring claims only)

From Date:  NA To Date: NA

Notation:

CLEC Contact Name: AT&T — Chris Weekley
CLEC Tel. No: 770-750-8247
CLEC Fax No: 770-750-8201

- * Ak ok e
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STATUS OF CLAIM;
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REASON;
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2 verizon 973 MR-5048-480 08Y
Summary of your account January 20, 2002
Charges from lazt month
Mﬂunt Of Yﬂur 'ast bi'l-nrv----»ta!h- 343.12
Amount transferrad to Summary Bilt _. -43 12
Amount you still owe . _........... et i deaaan . ‘e $.00
Charges for this month
Our charges . ...... .. viiieennasnnnns — %1525
Call 1 838-84?—62&8 if you have a guastion
Total for this menth. __.... et raraa e - $15.25
Total amount you owe-transfarrad to Summary Rill §15.25
Page 2 of 8
> 973 @ 5048- 480 08Y
verizon
Yerizon charges January 20, 2002
BASIC CHARGES

Basic service includes all charges that are reguiated by
the New Jersey Board of Public Utilities, such as \}
the line charge, local calling, etc.

These monthly charges are for yeur service from Jan 20 to Feb 19
2 TOUCH TONE-PER LINE-RES. . .. ....... .. 0o inn,
NON PUBLISHED TEL LISTING ......cvniiiininannaat.

tocal Number Fortability Surcharge
Additional credits and charges
Adjustment due to change in rate for
Minutes of Use ........... ... -2.72

-----------------------

TAX KEY: USs* NJ=@ BOTH=¢

Continued
wre ag agep - T
January 20, 2002
Total Verizon basic charges $1,19
N-BASIC CHARG
RDN-BASIC CHARGES %
Non-basic service includes all charges, except tolls, \3’
that are not regulated by the New Jersey Board of \"3 \
Public Utilities, such as Inside Wiring and Guardian. A
These monthly chargas are for your service trom Jan ZU to Fetr 1Y
CALL WAITING. . ..o i i iiienecnanernsnmnnn $4.59
2 Analeg Residence Individual Message N
Line - Platform ............. f et eteeatacaaaeaae 21,46
2 Rebundled Basic LOOP ......coviiiiirireiirnrmensas +16.24
' L %'tw
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Ll - M
veriyon 973 gP™S048-480 OBY
January 20, 2002

Additional credits and charges
Adjustment due to change in rate
From Dec. 17, 2001 ta the date of this bill ..... ... =11.00@

TAX KEY: US=* NJ=@ BOTH=E

Tetal Verizon non-basic charges $11.29

YERIZON TOLL CHARGES

Unbundled Residence Port Usage
Usage from Dec 20 to Jan 22

Qty Rate
Originating Minutes 481.6 x .0az773 +1.34
Terminating Minutas 529.4 ® .002508 *1.33
_____________________ Continued
Page 5 of 8
verizon 573 @-5048-480 08Y
January 20, 2002
Usage from Nov 20 to Dec 19
Qty Rate
Originating Minutes 33.2 x 002773 -.09
Terminating Minutes 5.5 x .002508 +.01
800 Query Dip Usage
Oec 20 to Jan 22 0 x @ 0.0009080 +.00
Operator Applied Credits
Dec 20 to Jan 22 o) x @ 0.0044030 -.00
Total Verizen toll charges $2.77
Total Verizon charges $15.25
1¥ you have a gquestion call toli free 1 BBB-B47-6288,
For repair call 1-800-275-2355
Page 6§ of B
Eor_Your Informatien January 20, 2002 b

The Fadaral Universal Service Fund (FUSF)} charge is increasing to §.54.
The FUSF charge, which is reviewed quarterly, helps to keep local
telephone rates affordable for all customers and gives a discount to
schools, libraries and low-income families. This charge is not applied
to Lifeline customers. To find out if you are eligible for Lifeline,

go to http://www.lifelinesupport.org on the internet or contact your
Yorizen busincams of ficun.
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BELL ATLANTIC CLEC MANUAL CLAIMS FORM

Select One:  Usage ( ) Non-recurring { ) Recurring (x)
Ban/Acct # 6092031005 End User Acct #: 2014j#3959
Bill Date: 2/10/02 Involce #; Amount of Claim; $12.74

Reason for Claim: AT&T does not pay for features: touchtone $10.05, call forwarding $2.69.

Type of Call: NA No. Called: NA (usage claims only)

Duratlon; NA Date of Call: NA

From Bill Page No: NA To Bill Page No: (usage and non-recurring claims only)
From Bill Line ID: NA To Bill Line ID:

Usoc: NA PON/Order #: NA {recurring claims only)

From Date:  NA To Date: NA

Notation: These charges are for features that ATT shouid not be paying for.

CLEC Contact Name: AT&T — Chris Weekley
CLEC Tel. No: 770-750-8247

CLEC Fax No: 770-750-8201

i * CLLLLLLLLLLL L L

STATUS OF CLAIM:

REASON:




]

03/13/02 WED 11:29 FAX 908 204 8538 AT&T . d008
¥ verizon 201 gE959-013 S6Y
.
&*m.m-m Februsry 10, 2002
ATET

ATET CALLER SVC 6808

ATTN ACC BL COORDINATOR

ALPHARETTA, GA 30008
Chargas from last manth

Amount of your last bill.............. $98.52
Amount transferred to Summary Bill - -98.52
Amount you still ewe ... ... ... ... .. ... ....... $.00
Charges for this month
OUI‘ Cth‘gES"seE PBQE 2 edddrmnas TR 323_55
Call 1 88B-847-6288 |f you have a gquestion
Total for this month......... Crweseerraa by §23.55
Total amecunt you owe-transferrod to Summary Bill $23.55
Page 2 of &
ver,zan 2071 PW-3959-013 56Y
S
Verizon charges February 10, 2002
! This month's charges Regular service ...... See Page 4 ... $56.99
Local Number Portability Surcharge. *1.15

Unbundied Business Port Usage
Usage from Jan 10 to Feb 12

Qty Rate .
QOriginating Minutes 2344 2 x 002773 +6.50
Tarminating Minutes 2031.2 x 001885 +3 83
Usage from Dec 10 to Jan 9

Qty Rate
COriginating Minutes 22.8 X .002773 +.06
Terminating Minutes 82 x .001885 +.02
Additional charges ..5ce Page 8 .... -45.00

800 Query Dip Usage

_ ~ Continued
Page 3 of B
verizon 201 WHg-3959-013 S6Y
February 10, 2002
Jan 10 to Feb 12 0 x @ 0.0009080 +.00
Operator Applied Credits
Jan 10 to Feb 12 0 x @ 0.0044030 -.00
Total Verizen charges $23.55

For repair call 1-800-275-2955
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Page 4 of B
verizon 201 ¢i® 3953-013 56Y

—

Monthly charges February 10, 2002
Thase monthly charges are for your service from Feb 10 to Mar 9

Monthiy charges
TOUCHTONE-FER LINE-BUS
20‘ 183'9239-..n..--.-.';on.---.oa----;-..
TOUCHTONE-FER LINE-BUS
201 2BB-B427. . ...t accanirtrearai bt bt
TOUCHTONE-PER LINE-BUS
207 288-7971.
TOUCHTONE-FPER LINE-BUS
201 288-3959.......
TOUCHTONE-PER LINE-BUS
201 188-1823.... Ce et iseesraeeeaernn
CUSTOM CALL S5vC-CALL FORWARDNG
201 288-3959..... he e arriNaeteaoe
700 & 900 BLOCKING OFTION
201 2B8-8239. ... ... . ....ce0oaenn

Page S of 8
207 @-3959-013 58Y

Fabruary 10, 2002

700 & 900 BLOCKING OPTION

20] 2B8-BA27. i e e .00
700 & 900 BLOCKING OPTION

P ) B . i +.00
700 £ 500 BLOCKING OPFTION

201 288-3959. .. +.00
700 & 900 BLOCKING OPTION .
201 288-1823....... ~.00
Analeg Business Individual Message

Line - Platform 201 288-9229 +.74
Analog Business [ndividual Message

Line - Platform 201 288-8427 .« 73
Analog Business Individual Message

Line ~ Platform 201 288-7971 ..c.iiiciiie e .73
Anaiag Businass Individual Massage

Line ~ Platform 207 288-3939 ......-c...... - 73

Continued




I

03/13/02 WED 11:32 FAX 908 204 8538 ATE&T hoos
L g FaNT O W O
verizon 201 masse-ms 56Y

February 10, 2002

Analog Business Individual Message

Line - Piatform 201 2881823 ............. fevines +. 73
Specialized Routing AIN Solution ‘ ‘
201 2889239 . .. ... .. +.00
Spaciatized Routing AIN Solution ) .
207 28B-B427. ... .. ... ... Veean +.00
Specialized Routing AIN Salutmn '
201 2BB-T9TN. ... i + .00
Specialized Routing AIN Solutiun )
201 288-1823. .... At r v eE s e b i see e +.00
Specialized Routing AIN Salution .................. - *‘OO
Rebundled Basic Leop ' |
201 2B8-9238, . ... ... ... rr e aeaaan e *8.12
Rebundled Basic Leop . '
201 288-8427........... Crrareeare e tennaena e +8.12
Rebundled Basic Leop '
201 288-7971...... Ceeeann Creeterarrans e *8.12

Cantmuad

Page 7 of 8
verizon 201 @i 3959-013 56Y
February 10, 2002

" Rebundled Basic Loop
207 288-1823...........hoeuoal, e taa ek eeaten .- *8,12
Rebundled Basic boop . ..... ... . ... ... .. ...... .n +8.12
Call 1 888-847-6288 if you have a guestion.

Page 8 of B
Vél'iZOﬂ 201 el 3959-013 56Y
Additional credits and charges Februyary 10, 2002
Adjustment due to change in rate
From Dac. 17, 2007 to the date of thiz bill ..., . ___.. . -45.00

TAX KEY: US=*¢ NJ=@ BOTH=L

Total for additional credits and charges § -45.00
If you have a question call toll free 1 B8B-847-62B5.




|

-

03/13/02 WED 11:32 FAX 908 204 8538 AT&T oo

BELL ATLANTIC CLEC MANUAL CLAIMS FORM

Select One: Usage () Non-recurring () Recurring (x)
Ban/Acet #; 6092031005 End User Acct #: 201 #e1777
Blil bate: 2/10/02 Invoice # Amount of Claim: $12.35

Reason for Claim: AT&T does not pay for touch-tone$2.01, call waiting $7.685, calling card toll charges $5.36,

Type of Call; NA No. Called:  NA (usage claims only)

Duration: NA Date of Call: NA

From Bill Page No: NA To Bill Page No: (usage and non-recurring ¢faims only)
From BIll Line ID; NA To Bill Line ID:

Usoc: NA ' PON/Order #: NA (recurring claims only)

From Date: NA To Date: NA

Notation: These charges are for features and calls that ATT should not be paying for.

CLEC Contact Name: AT&T — Chris Weekley
CLEC Tel. No: 770-750-8247

CLEC Fax No: 770-750-8201

AR bASF AR ANEERARANRRRRRRENRIE % i HERRANRRARN AR N kel

STATUS OF CLAIM:

REASON:
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‘ Ve?izan 201 - 1777-137 63Y
ar [« ] QUr accoxd F:ErUa'-y 10’ 2mz
ATET

ATET CALLFR SvC 6908

ATTN ACC Bi. COORDINATOR

ALFHARETTA, GA 30009
Charges from last month

Amount of your last bill..... R, $32.56
Amaunt transferred to Summary Bil) .. -32.56
Amount you still owe ... .. .. e m s ae et $.00
Charges for this month .
Qur charges-See Pager 2 _............. ' $21.85
Call 7 888-347-62BB if you have a guestion
Total for this month.............. e tareeair s $21.85
{ Total amount you owe-transferred to Summary Bill $21.85
Page 2 of 6
= 200 N@=1777-137 63Y
. verizon
5 Verizon chargas February 10, 2002
This month's charges Regular service ...... See Page 4 .,. $18.51
Local Number Portability Surcharge . +.23

Unbundled Business Port Usage
Usage from Jan 10 to Feb 12

Qty Rate
Originating Minutes 1613.8 X .002773 *4.48
Terminating Minutes 1131.5 x .001885 +2.13
Usage from Dec 10 to Jan 9
Qty Rate
Originating Minutes 441 x .002713 *.12
Terminating Minutas 8.6 x 001885 +. 02
Additienal charges ..Sae= Page 5.... -5.00

800 Query Dip Usage

e COntinued
Page 3 of B
a 201 1777-137 &3y
verigon
February 10, 2002
Jan 18 to Feb 12 0 x @ 0.00030&80 -.0D
Operator Applisgd Credits
Jan 10 to Feb 12 0 x @ 0.0044030 -.00
Toll charges......... See Page 6 .... +5.36
Total verizon charges IZ2T. 89

For repair call 1-800-275-2355
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verizon 201 WgB-1777-137 63Y
Monthly_charges February 10. 2002

These monthly charges are for your service from Feb 10 to Mar 9

Monthly charges
TOUCHTONE-PER LINE-BUS
200 2BB-V777. e e
CALL WAITING 201 288-1777....... Pemareeaeaaes
700 & 900 BLOCKING OPTION
20T 2B~ T e
Analog Businass Individual Massage
Line - Platform 207 2880777 .. ... .
Specialized Routing AIN Solutien ....................
Rebundied Basie loop ... ...t

Page 5 of 6
verizon 201 @@R-1777-137 B3Y

; Addjtional credits and charges February 10, 2002

Adjustment due to change in rate
From Dee. 17, 2001 to the date of this &ill ... ... .

TAX KEY: US=* NJ=@ BOTH=t

Total for additional ecredits and charges 3
If you have a question call toll free ) 8&8*847-6288.

£
I\'/f- - /

- Page 6 of 6
IIEHZOI"! 201 '1777-137 ely
- i, R

Yerizon toll charqes February 10, 2002

6. Date Time Call ¢ Place mber Mi

1 Jan 18 2:58p4m Flat Fr MHACKNSYK N 20]*—'.'.3‘.,43-9579 m;;t-es
2 Jan 23 5:51PM  Fiat Fr HACKNSK NJ 20%1-343-9598 1r
3 Jan 23 5:5BPM  Filat Fr HACKNSK N4 201-343-9596 Ir
4 Jan 24 2:49pM  Flat Fr HACKNSK N2 201-343-9595 1r

T= Tax rate applied: A=0.00%

Callz marked with an "r" haye been placed using T-EOO-ZSS-CAU_

Total for cur toll calls
Call 1 888-B47-6288 if yau have 2 question.
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Bruce D. Cohen, Esq.*

Dawn M. Protokowicz*

A. Ayo Sanderson, Esq.*
Charlene L. Davis*

Verizon NJ Inc.

540 Broad Street

Newark, NJ 07102
bruce.d.cohen{@verizon.com
dawn.m.protokowicz(@verizon.com
aayo.sanderson@verizon.com
charlene.l.davis@verizon.com

Frederick C. Pappalardo, Esq.*
Gregory K. Smith, Esq.*

Danielle Shanley*

AT&T Communications of NJ, L.P.
295 North Maple Ave., Room 3136C2
Basking Ridge, NJ 07920
fpappalardo@att.com
sregoryksmith{@att.com
dshanley(@att.com

Anthony Centrella*

Frank Chappa*

Jobn DeLuca*

James Murphy*

Board of Public Utilities
Division of Telecommunications
Two Gateway Center

Newark, NJ 07102

centrella@bpu.state.nj.us
frank.chappa@bpu.state.nj.us

james.mutphy(@bpu.state.nj.us
deluca@bpu.state.nj.us

Dr. Fred S. Grygiel, Chief Economist*
Office of the Economist

Board of Public Utilities

Two Gateway Center

Newark, NJ 07102
grygiel@bpu.state.nj.us

John M. Lynch, Esq.

U.S. Department of Justice
Auntitrust Division
Telecommunications Task Force
1401 H. Street, N.W.

Suite 8000

Washington, D.C. 20530
John.Lvnc:}_l;@iusdoi.gov

Michael P. Gallagher*

Executive Director

Board of Public Utilities

Two Gateway Center

Newark, NJ 07102

michael galiagher@bpu.state.nj.us

Francis R. Perkins, Esq.*
Meyner & Landis

One Gateway Center, Suite 2500
Newark, NJ 07102
fperkins@ix.netcom.com

Mark A, Keffer, Esq.*
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Before the
Federal Communications Commission
Washington, DC 20554

In the Matter of

Application of Verizon New Jersey, Inc.,
BellAtlantic Communications, Inc. (d/b/a Verizon
Long Distance), NYNEX Long Distance Company
(d/b/a/ Verizon Enterprise Solutions), Verizon
Global Networks, Inc., and Verizon Select Services,
Inc., for Authorization to Provide In-Region

CC Docket No. 01-347

e N N N N’ N S’ N

InterLata Services in New Jersey

SUPPLEMENTAL DECLARATION OF RICHARD J. WALSH
ON BEHALF OF AT&T CORP.

L QUALIFICATIONS AND PURPOSE OF TESTIMONY.

1. My name is Richard J. Walsh. I am the same Richard J. Walsh that filed
testimony with AT&T’s March 1, 2002 ex parte Letter.

2. As fully documented in my initial declaration, Verizon’s New Jersey hot
cut NRCs are inflated by myriad fundamental TELRIC errors in Verizon’s cost studies.
Verizon’s hot cut rates (1) are based on improper assumptions regarding the ratio of integrated
digital loop carrier (“IDLC”) lines and end-to-end copper lines; (2) double count costs that
Verizon already recovers from its retail customers; and (3) are inflated by improper assumptions
regarding the use of manual processes to perform hot cuts. Correcting for all of these problems,
I showed in my initial declaration that Verizon’s New Jersey hot cut NRC should be no higher
than $4.35.

3. The purpose of my supplemental testimony is to respond to the baseless

criticisms leveled against my initial testimony by Verizon in its March 8, 2002 ex parte Letter
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and to explain the impact of the NJBPU’s Final Order on my findings. In short, the Final Order
confirms the findings in my initial declaration, and Verizon has offered no legitimate response to
these showings.

II. CONTRARY TO VERIZON’S CLAIMS, ITS HOT CUT NRCs PLAINLY
VIOLATE THE NJBPU’S 60/40 IDL.C TO COPPER-TO-COPPER SPLIT.

4. As 1 demonstrated in my initial declaration Verizon’s methodology for
computing New Jersey hot cut NRCs violates the NJBPU’s finding (see, e.g., Final Order at 71)
that hot cut NRCs should be computed based on the assumed use of 60 percent IDLC lines and
that 40 percent copper-to-copper lines. In attempting to rebut that claim, Verizon has now
effectively conceded that point.

5. Verizon admits that it currently charges CLECs a separate hot cut NRC for
performing IDLC and copper-to-copper hot cuts. See VZ March 8, 2001 ex parfe Letter at 8.
The problem with that rate structure is that Verizon’s embedded network does not reflect a
forward-looking network with a 60/40 split of IDLC and copper-to-copper lines. Verizon’s
embedded New Jersey network actually contains only 17 percent IDLC lines and 83 percent
copper-to-copper lines. See, e.g., Summary Order at 6. Consequently, CLECs actually pay the
IDLC hot cut rate only 17 percent of the time (rather than 60 percent of the time) and the copper-
to-copper hot cut rate 83 percent of the time (rather than 40 percent of the time). Verizon’s hot
cut NRCs, therefore, plainly contravene the clear mandate of the NIJBPU’s Final Order (at 71).

6. As Verizon points out, however, the problem is even worse than described
above because Verizon’s IDLC hot cut rate fully reflects the cost of a copper-to-copper hot cut.
See VZ March 8 ex parte at 5-8. Therefore, CLECs in New Jersey effectively pay the copper-to-
copper hot cut rate for 100% of Verizon’s lines, not the 40 percent of lines as required by the

NIBPU’s Final Order. Specifically, Verizon’s cost study assumes that hot cuts cannot be
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performed on IDLC lines without first converting those lines to copper-to-copper lines and then
performing a copper-to-copper hot cut. That means that Verizon’s current IDLC rates include all
of the manual and other non-TELRIC processes that are reflected in Verizon’s copper-to-copper
hot cut rate plus the additional cost of converting the IDLC line to a copper line. That entire
process is plainly unnecessary. As I demonstrated in my initial declaration, there is no question
that Verizon can easily complete IDLC-to-IDLC hot cuts using virtually all electronic processes
at very low cost. See Walsh Decl. at 28 & Attachment 2. In fact, even the Telcordia “notes”
confirm that IDL.C-to-IDLC hot cuts easily can be performed. See Exhibit 1 (attached).

III.  VERIZON’S HOT CUT NRCs REFLECT “FIELD INSTALLATION” CHARGES
IN VIOLATION OF THE NJBPU’S FINAL ORDER.

7. The Final Order identified non-TELRIC activities in Verizon’s non-
recurring cost model and ordered Verizon to remove the cost of those activities from its NRCs.
My examination of Verizon’s Compliance Filing shows that Verizon did not comply with those
instructions. For example, the Final Order (at 163) requires Verizon to “Eliminate all field
installation charges associated with migration orders.” To accomplish this modification Verizon
would first have to identify all migration type orders (including hot-cut orders) and then, within
each supporting worksheet that supports the migrating element, remove each work task related to
field installation. This can be accomplished by zeroing out the forward-looking occurrence
factor at the task level.

8. Verizon’s Compliance Filing does not reflect these changes. To comply
with the Final Order, Verizon should (at a minimum) have modified worksheet #3 (“Two Wire
Hotcut Initial” ) to reflect the removal of all Field Installation related activities. That process

requires first the elimination of the “Field Installation” cost category and also the elimination of
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all activities related to field installation. Verizon did not remove either of these costs from its hot
cut NRC:s.

9. For example, Verizon’s Compliance Filing shows that “Two Wire Hotcut
Initial” CO Frame activity task #18 in its non-recurring cost model states that “[i]f a problem
occurs, resolve the problem with field installation technicians and the RCCC to insure that the
CLEC can reach its end-user at the time of installation.” By its own description, this task relates
to the field installation activities that, according to the Final Order, should not be reflected in
Verizon’s hot cut NRCs. Likewise, the RCCC workgroup and its tasks generally deal with
technicians and the involvement of the Field Installation work. But Verizon has made no
modifications to the RCCC workgroup tasks that are reflected in Verizon’s hot cut NRCs.! Put
simply, Verizon’s hot cut NRCs continue to reflect the costs of many Field Installation Activities
in direct violation of the Final Order.

1IV.  CONTRARY TO VERIZON’S CLAIMS, ITS HOT CUT NRCs DO IN FACT
DOUBLE RECOVER DISCONNECTION COSTS.

10.  As I explained in my initial declaration, Verizon’s Hot Cut NRCs double-
recover disconnection costs by recovering those costs from CLECs through hot cut rates even
though Verizon has already recovered those costs from its retail customers. Verizon denies this
fact, claiming that “the [connect] costs associated with a hot cut, when a retail customer chooses
to migrate to a Verizon retail competitor, account only for Verizon’s costs for connecting a hot
cut beyond those associated with the disconnection of the end-user’s service.” VZ March 8 ex

parte Letter at 9. Verizon’s own Compliance Filing shows that this statement is not true.

" In addition, as I explained in my rebuttal testimony before the NJBPU, Verizon’s presentation
of non-recurring costs inappropriately reflects the cost of Field Installation activities. In cases
where the outside plant facilities were being re-used and no field installation is required,
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Verizon’s hot cut NRCs do, in fact, recover many costs associated with disconnecting Verizon’s
end users’ service.

11.  Verizon’s Compliance Filing reflects, for example, the cost of individual
tasks of the RCMAC (Recent Change Memory Administration Center) workgroup in its
“Provisioning” cost category for computing hot cut NRCs. The RCMAC workgroup, however,
is required only to disconnect Verizon’s retail services. Indeed, Verizon’s own cost study shows
that RCMAC activities are unnecessary to provision the UNE-loop portion of the hot cut.
Moreover, the descriptions of the RCMAC tasks in Verizon’s Compliance Filing confirm that
those tasks relate solely to disconnecting Verizon’s retail services.

12.  Verizon’s NRC model for the “Two Wire Hotcut Initial” reflects
RCMAC task #1 which states: “Obtain direct notification from RCCC for UNE migration to
collocation arrangement which requires the release of translation packets held in MARCH.”
The “release of translation packets” are the actual switch translations required to disconnect the
retail service. But Verizon already collects the non-recurring costs associated with the retail
service disconnect from its customer.

13. RCMAC task #2 in Verizon’s non-recurring cost model for “Two Wire
Hot Cut Initial” says “Receive notification through PARIS of need to perform a manual
translation change on working service” But the only “working service” during a hot cut
migration process is Verizon’s retail service. The work identified in that task relates to
translations for the disconnection of Verizon’s retail customer. Indeed, after the loop has been

disconnected from Verizon’s switch, the hot-cut is simply a UNE-Loop, and the connection of

Verizon’s NRCM includes the related (Field Installation) RCCC activities. This model design
tflaw allows Verizon to collect non-recurring cost for activities that are not actually performed.
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the UNE-loop to the CLEC switch would not require the participation of the RCMAC
workgroup.

14.  RCMAC task #3 for “Two Wire Hot Cut Initial” says “Release translation
change, under direction of the RCCC, into MARCH to effect number portability when required
with a Hotcut.” This task relates to number portability and may be the only task that would be
necessary when migrating a customer to a competitor. However, in the retail service
environment, Verizon may have to perform this same task to effect number portability when they
acquire customers from competitors. Hence, the work involved for the retail service would be
collected from the customer when the service was initially established.

15. “Two Wire Hotcut Initial” RCMAC task #5 states: “Obtain notification
from the RCMC of trouble conditions on a CLEC end-user’s line requiring RCMAC analysis and
translation changes.” Here Verizon is requiring the CLEC to pay a non-recurring cost associated
with a trouble condition that Verizon has caused. When a hot-cut is fully migrated, and thus
comes under the control of the RCMC, it is a UNE-Loop without any connection to a Verizon
switch. The error condition that requires Verizon “analysis” or “translation changes” can only be
related to number portability errors because the UNE-Loop 1s not connected to the Verizon
switch. This is a maintenance expense that is already recovered by the UNE-Loop recurring rate
and, therefore, should not be recovered as a non-recurring cost hot cut rate.

16. Two Wire Hotcut Initial RCMAC task #7 states: “Research and refer to
the RCCC those translation packets held in MARCH for which no coordination call was
received.” There is no question that this activity reflects Verizon’s retail disconnect activities.
The “translation packets held in MARCH?” is necessary only for disconnecting the retail service.

Under Verizon’s inefficient migration methodology, disconnecting retail service translations are
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not released to the Verizon switch unless directed by the RCCC. In the event that Verizon’s
RCMAC has created translation packets, and received no call from the RCCC, Verizon is
attempting to charge CLECs for the cost of that internal error through hot cut NRCs.

17. Thus, contrary to Verizon’s assertions, its hot cut NRCs reflect the cost of
numerous activities associated with disconnecting retail service. But Verizon has already
recovered those costs through retail disconnect charges.

V. VERIZON OFFERS NO VALID EXPLANATION FOR THE MYRIAD MANUAL

AND OTHER INEFFICIENT ACTIVITIES REFLECTED IN ITS HOT CUT
NRCs.

18.  In my initial declaration, I identified numerous inefficient manual and
other activities that inflate Verizon’s New Jersey hot cut rates. Verizon attempts to justify the
use of these non-TELRIC manual processes and other inefficiencies by blaming CLECs.
According to Verizon, CLECs requested the inefficient methodologies used by Verizon to
implement hot cuts. See, e.g., VZ March 8 ex parte at 11. However, as I explained in my initial
declaration, Verizon fails to note that these additional activities are required because Verizon’s
hot cut provisioning process was so poor and often resulted in outages for new CLEC customers.
For example, Verizon maintains a technician on stand-by while AT&T switch translations are
programmed so that the technician will be available to correct errors in the hot cut provisioning
that would result in no dial-tone for AT&T’s new customer. In a forward-looking network,
where many hot cuts can be provisioned using only electronic processes and where the rest of the
hot cuts are properly and efficiently performed by Verizon, these protective mechanisms would
not be necessary. Thus, the costs incurred by Verizon are due to inefficiencies in its embedded
network and its hot cut functions, and would not exist in a forward-looking network.

19.  Verizon’s only response to the fact that its hot cut NRCs reflect the

numerous non-TELRIC activities due to its poor hot cut provisioning processes is that its hot cut
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process is actually stellar and has received “accolades” from “independent standards bodies.”
See VZ March 8 ex parte Letter at 12. The only “accolade” Verizon is able to cite, however, is
an ISO-9000 certification. See id. Predictably, Verizon neglects to mention the “prestigious”
ISO-9000 certification takes the process to be certified as a given and only examines whether
that process is well-documented and carried out as planned. ISO-9000 in no way examines
whether the process is efficient or forward-looking. Thus, Verizon could obtain ISO-9000
certification for a hot cut process that relied on 100 technicians and hand delivery of instructions
from one Verizon department to another, so long as Verizon properly documented and followed
that patently inefficient process.

20.  Lastly, Verizon actually boasts about one of its inefficient hot cut
processes. According to Verizon, it “does not simply turn off its dial tone at the exact date and
time scheduled for migrations” rather “Verizon’s dial tone is [not] disconnected [until] 11:59 pm
on the due date — well after the customer has been migrated by the CLEC.” VZ March 8 ex parte
at 13. According to Verizon, this expensive process allows Verizon to “resolve any problems.”
Id. In a forward-looking network, however, this process would be entirely unnecessary.
Verizon’s responsibility should end at the time that the hot cut was scheduled to take place. And
CLECs should not have to pay for the increased costs caused by Verizon’s inefficient
methodologies.

VI. CONTRARY TO VERIZON’S CLAIMS, THERE EXIST TODAY MORE

EFFICIENT METHODS FOR PROVISIONING HOT CUTS THAN THOSE
ASSUMED BY VERIZON’S HOT CUT NRC COST MODEL.

21. I demonstrated in my initial declaration that Verizon could immediately
adopt more efficient methodologies for provisioning hot cuts. In particular, I explained that
many of the labor intensive processes used by Verizon are not necessary. A more efficient and

less labor intensive hot cut methodology would be for the central office frame technician to
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terminate (ahead of the scheduled due date and due time) the cross-connections at the CLEC
equipment to the cable and pair without affecting working service. The cable pair would then be
double tapped going to both Verizon’s port and the CLEC port. If the service order says the due
time is 10:00 am, it is expected that Verizon’s OSS would release the translation message at that
time to Verizon’s switch, thus terminating their service. The CLEC’s OSS would then release its
translation message to activate their service, thus migrating the customer without the need for
constant monitoring by Verizon.

22. Contrary to Verizon’s claim that this methodology is unproven and
“imaginary,” this process and methodology has been commonly used for years to migrate
customers in a matter of seconds from one switch to another during switch cut-over conversions.
The new switch office equipment is cross-wired to existing cable pairs (in essence the switch
ports are double tapped) and translations are programmed in the switch. On the night of the
conversion, instructions are sent to the old (disconnecting) switch to terminate (or shut-down)
service to that switch. Within a few seconds, a similar instruction is sent to the new switch to
turn-on translations. This allows everyone in the old switch to be migrated to the new switch.
While I was in NYNEX, [ was personally involved with many switch conversions during the
1980’s as an ESS Conversion supervisor.

23. At that time, NYNEX replaced “electro-mechanical” and ‘“analog”
switching centers with both #1A ESS switches and more updated Digital switches. This was
accomplished using the “double tapped” methodology, i.e., the end user’s cable-pair was cross-
wired to both the old switch and the new switch simultaneously. At a prescribed date and time,
the old switch would be de-activated, immediately following the newer switch was activated,

thus migrating thousands of working customers between switches in a matter of minutes. The
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switching center conversions I was personally involved with included such places as Broad
Street Central Office, Providence RI, (40,000 ++ working Lines), Green Street Central Office,
Providence, RI (65,000 ++ working lines), Pawtucket, RI (50,000 -++ working lines), to name a
few. Verizon should have modeled their hot cut process to reflect the efficiencies long used in
their switch conversion process. Instead, Verizon modeled an unnecessarily labor intensive
process that has the effect of inflating NRCs.

24.  The only manual labor (and non-recurring cost) that should be assessed to
the CLEC in the hot cut process, therefore, is for the connection of the UNE-Loop to the CLEC’s
equipment. The manual activity involved in the connection of the UNE-Loop is the connection
of two copper wires at the Central Office MDF, which can be accomplished in a matter of
minutes (when the customer receives service over fiber feeder this connection can be made
electronically with no manual labor). Verizon’s elaborate cost scheme, involving numerous
coordinating personnel from the RCCC and other Verizon employees, as they identify and
disconnect the already paid-for retail service is, therefore, unjustified.

VII. CONCLUSION.

25.  For the foregoing reasons, Verizon’s New Jersey hot cut rates are far

above those that it would incur in the forward-looking network defined by the NJBPU.

10
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Sihaenuert o the pusaing of the Tiiec omir Wucalzong Act of 1996 the TLEC~ “O e
o+ Clae relicl and wun ah appeal s e U.S. Egghth Girewdt Court to repeal the UNE
mandates. Upon appeal by the PCC and CLECs, the U.S. Supreme Court issued its
“FCC Remand Order,” which required the FCC to re~examine all seven [/NEs and
Justify/explam the rationale for each UNE that the FCC considers necessary.

In November 1999, the FCC released its Docket 99-238 which eliminated the
Opeeratar Dircetory Semdoes TNF oot ctaine D rhe sthe s s b NEs e aadditsoe 11
reC soded a new UNE called “Sub-(.00p°. A sub-loop unbundled network element
refers to any portion of the IJLEC’s whole lJoop which is outside the central office and
that a CLEC can access and make interconnection to nffer service to a custamer

In December 1999, the FCC releaned its Dockel 8#9-306, which mandated another
UNE, this one relating (o the high-frequency portion of the loop. The mandate
requires line sharing arrangements between an ILFEC and « CLEC for both whole
loop arxl sub-icop unbundling configurations. Line sharing, which is also known as
spectrum unbundling, refers to the same twisted copper pair being used by more
than ane carrier. The ILEC can carry traditional voiceswitched telephone service
within the O- to 3-Khz spectrum, snd the CLEC can pruvide DSL services over the
spectrum above 3 Khz All ILECs must begin line sharing implementations by mid-
yesur 2000. :

12.13.2 Loop Unbundling

There are two main types of loop unbundling. The first is called “whale loop®
unbundhng, which is the unbundling of a whole loop from thie MDF in the ILEC's
rémtrul office to the customer prumises. The second Lypa is calledd “sub-loop”
unbundling, which refers to a portion of the [LEC's whole loop being offered to a
CLEC. This section providea more information about cach type of loop unbundling.

12.13.2 1 Whole Loop Unbundting Configurations

Typically, when a customer requests dial tone service from a CLEC, the ILEC
removes the wired connection to the ILEC switch in the central office and rewires
the customer’s loop to 3 CLEC *meet” point in the cental office. Figure 1232
depicts whole loop transfers in the ILEC cenural office when the customer s served
by copper facilities or by a UDLC systermn In most caves, there Is an analog hando!T

e RO the CLEC respoests ooigeu bunado T the (LEC may ubbze o [M
channel bank to digitize the circuits. Must CLECs transport the unbundled loops
back to their central offices (switches) using GR-303 IDLC systems. To do this, the
CLECs deploy GR-308 RDTs within their collocatian cages in the ILEC’s central
offices.

The most critical factor associated with unbundling a customer loop is the type of
luop lacility that the customer 1s alrvady uttlieing for senice, such as all-copwer,
UDLC sysiem, ur IDLC system.

| 12-62




-

e

8§R.2275 —
issue 4 Telcordia NOwms on he Notworks \
Qctober 2000 Distripution |

Deia Angbay . lreem

MLI)-M-IIDCLE(-

ILEC & CLEC
=
LEC -
|l = i
|| T cor |
‘ Andle, " ubLC |
; ™ :
Araiay
RSO .

AEC sirmsw reses Rough BDF B LEC seluk
CLAD shuwhs mutnt Svaugh MOF » CLIC mflvantion aguigment

Figure 12-32. Unbundling Loops Served by Copper or UDLC Systems

e [f the customer is receiving service over allcopper facilities the tranafer of the
whole lonp 1= atraightforward as indicated in Flgure 12-32. The ILEC removes
the central office connection to its switch and places a jumper fromn the MDF to
the meet point at the CLEC’s collocation cage. There is no need to rewire the
outside plant or visit the customer premises.

o If the customer is recetving scrvice over a UDLC systen), the transfer of the
whole loop can be straightforward as shown {n Figure 12-32. The [LEC removes
the central office connection to its switch and places a jumper from the MDF Lo
the meet point at the CLEC's collocaljon cage. Again, there is no need Lo rewire
the outside plant or visit the customer premises.

e However if the customer v served by an I[DLC aystem, the ioop is digitally
rrangmitted to the ILEC switch. There are a variety of “technically feasible”
options avallablc to the ILEC to unbundle the loop. Each TLEC has established
Itr own set of approved unbundiing options wlong with the correspanding
methods, procedures, and practices needed for implementing these oplions.
Numerous unbundling options are possible because many of today's RDTs
support inultiple kinds of interfices such as GR 303 TROS UDLEC it Da 25
Also, same RDTs are capable of supporung muldpie GR~3038 lnterfuc:e Groups,
thereby permitting a single RDT to connect to multiple switches

Some common IDLC unbundling options are
1. Bypaas the IDLC system and transfer the loop to an all-copper pair

If there are available spare copper factiities serving Lhe customer's
neighborhood, transferring the IDLC customer to a sparc all-copper circuit
may be a viable option for the ILEC as shown n Flgure 12-33 Although this
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procedure is relatively simple, it requires central office and outside plant
rewiring to complete the new circuit from the MDF to the customer. The all-
copper unbundled loop s the easiest unbundling architecture for the ILEC
to perform maintenance and testing.

Some [LECs serve new neighborhoods/housing developiienis with DLC
systemns and install a very limited number of copper pairs to support certain

services. In these arcas, upmcoppcbcmﬂenmbequkmemwdlr
used for unbundled loops

. Bypass the IDLC systemn and transfer the loop to a UDLC system

If there arv no spare copper facidities tn the custorner’s neyghborhood the
[LEC may transfer the customer's circuit from the IDLC system to a UDLC

system (see Figure 12-33). This tranafer will also involve both central and
outside plant work activity.

The customer fill rates at IDLC/UDLC CEV sites are typically GO to 70%.
There is a moderate amount of spare ~aparity on the UUDLC aystems to
support transfers from [DLC systems.

. Utilize the UDLC capability of the IDLC system

If the IDLC system s equipped o support UDLC functonality, the ILEC can
electronically re-provision the crcuit from IDLC to UDLC (see Figure 12-
34). No outside plant work activity is needed. Central office work activity s
needed to run jumpers fram the MDF to the collocaton cage and, if
neceasary, place & UDLC plug-in at the COT.

. Utiltze a separuis: GR-303 Interface Group for the CLEC customers

Flgure 12-35 shows the use of scparate GR-303 [nterface Groups to carry
TLEC and CLEC traffic. The RDT must support the MIG (Multiple Interface
Croup) capability defined in the GR 308 specificadon. This configuraiion
allows a CLEC switrh to connect to the ILEC's RDT at the GR-303 interface
level.
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Figure 12-34. IDLC Unbundling Using the UDLC Capability of RDT

! Neie e ADT mum wo
WO Yy e Whewd i QR0

CLECH
cscm
GR.383 DAL(s) CR-33 DS1(s)
an 1cxs
i MUX
1
Lpsip
; T Gl L (o)
: 109
i
‘iLxc co

(o
=

———

Figure 12-35. IDLC Unbundling Using Separate GR-303 Interface Groups

This wrangement mdy be cast effecve {or those CLECS having a “cntiead
mass” of subscribers served by the RDT or group of RDTs in a CEV. Since
the GR-303 Interface Group supports operations functionality, there are a
vafery of lssues (provisioning Wdanu reporing aharnge of test resonpees,

etc.) that are currently being addressed by the industry.

In response to the Teleconmmunicanons Act nf 1986 GR-303 requirements
were changed 1 1997 to permit a single DS o be called o 303 [nwiface
Group. A minimum of two DS1s was previously required. This change allows
a CLEC to serve 2 small base of customers at an RDT more economically
(but at the risk of iInwer service availability and rellability).

5. Share a GR-303 Interface Group and use the sidedoor port of the switch o

transport CLEC traffic out of the ILEC awitch

gl
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Figure 12-36 shows the use of a GR-303 Interface Group sharing ILEC and
CLEC traffic where all CLEC traffic is routed through sidedoor port DS1s
out of the ILEC's switch.

DC8- 18 snshien vide-gams DY W bn vuwre
ity Nibos

b dias L 8C aret CLED cirauily

»DT

)

Figure 12-38. IDLC Unbundling Using Sidedoor Port

CLEC circuits are provisioned ax non-switched, rion-locally switched
dircuits within the IDLC system. While the DCS-1/0 is shown In the figure, it
i8 not a requirement of this architecture. The advantage of using a DCS-1/0
is realized if the CLEC is not fully utilizing a DS1 from the ILEC LDS to the
CLEC, and multiple switch modules with IDCUs are used by the II.LEC. If a
DCS-10 is placed between the LDS D81 sidedoor port and the CLEC DSls,
it would perm#it Ml utiizadon of the sidedoor LDS/1DCU hardware by
enabling CLEC DS0s to be rearranged in the DCS-1/0 and placed on the
individual CLEC DS1s

The ILEC must address the following issues associsted with the sidedoor
port arrangement:
A The cost of a NDST awiteh termination for a sidedoor pont tx abont ten
times the cost for a DS1 line card on a RDT.

B. Since each CLEC circust requires a natled up NSO, the [LEC may
cncounter blocking over the [DLC systemn as other circuils compete [or
DSO0 channels.

C The number of sidedoor ports that can be engineered varies depending
on the LLDS supplier.

D. There is limited support in existing special services design systems and
databases to support sidedoor port circuits.

E. The ILEC may need Neid visits to install special ervice D4 channel units
at the RDT.
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6. Uulize separate TR-08 Intertace Groups to trunsport CLEC wamc

Figure 12-37 shows the use Of separate TR-08 Interface Groups to carry
CLEC traffic while unlizing the GR-303 Interface for LEC Taffic. [n the
figure, the RDT Suppons both GR-303 and TR-08 generic interface
capabilities. CLEC switches CaN intereemnect with the ILEC's RDT utilizing
the DS] handoff from the TR-08 interface,

azcn Hande» LEC arcyim

i
H
i

x| =] —

Flgure 12.37. 1DLC Unbundling Using Separate TR-08 Interface Groups

7. CLEC leases entire RDT
Figure 12.38 showsx the configuration when a CLEC leases an entire RDT

frum the ILEC,
: t ‘ Lemesgmor  CLEC Cusomens
' BBte worn RO : I
MuUx
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Figure 12-38. iDLC Unbundling - CLEC Leases Entire RDT

12—5ﬂ




]

f SR-227°%
Tetcorcia NoOtes 0N the Natworks 1T TULIRY
i Digwidution October 2000

RDT#!} serves the ILEC custamers, and RDT#¥2 serves the CLEC customers.
This unbundling optdon may be cost-effective far the CLEC if the CLEC has
a significant number of remdential customers in the neighborhood oris
serving a business park or campus.

12 13 2.2 Sub-Loop Unbundling Configurations

Sub-leop unbundling occurs when a CLEC interronnects to a loop facility at a point
outside the ILEC's cenwral office. The Sub-lusup UNE 18 defined by the FCC ay
portions of the loop that can be acceased at tcrminals in the ILEC's outmide plant.
An acceasible terminal is a point on the loop where Lechniclans can access Lthe wire
or fiber within the cable without remowving a splicr case to reach the wire or fiber
within. Exampies of access termmals are: poles, pedestals, the NID, the Minimnum
Point Of Entry (MPOE) to the customer premises, the MDF, and the Freder/
Instrbuton Interface (Inchinding CFV's, unlity rooms, and DLC Kemote Tt-.nmna.b)‘
Figurel2-38 shows sub-loop unbundling at « GR-303 Remote Terminal (RDT) where
a CLEC interconnects at the ILEC’s RDT using its own GR-303 Interface Group
farilitien to pravide service 1o M8 customers [n this configuration, the CLEC leascs
from the ILEC the RDT equipment and the RDT line facilities to each uf its customer

premises.
T
: ) :
1 [
i oree ; | CLEC Custmers
: LDS |y
? CR-30 D8
cLecco phali NLEC & CLFC
c L4
;""""""------""" | frmanenens
i ' | a—
: nrc ; " ILEC Customers e
: LDS |y : GR-30 D81(e) fa ’
! : icn
S
ILEC CO ‘

Figure 12-39. Sub-Loop Unbundling at an RDT

Ths FCC mandale on sub-ioop network clements places the burden on each state
regulatory commisaion to determine whether specific interconnection points in the
outside plant are "technically feasible™ The law directs the state commission to
examinc the ILE("s spectfic architecture and the spoecific technology used over the
loop to determine whether it is really technically feasible Lo unbundle the sub-loop
at 8 potential access point where a competing carricr requests acceas. Two key
factors that are considered {n this “technically feasible® determination are whether
there is adequate space for collocated CLEC equipment o be installed and if the sitc
has sufficient security safeguards 1o prevent mischief or sabotage. The FCC has
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Indicated that ita central office collocaton rules are also applicable to collocation
in outside plant locations.

Since the FCC sub-loop unbundling mandate was announced in 998, there has been
little tme for LLECs, CLECs, and stare corrunisaiona to deal with this UNE. Sub-loop
UNESs are an emerging market and, az this time, it {s not cicar which portions of the
ILFE.C outside plant will be aggressmively pursued by CLECs.

Numerous sub-loop unbundling configurations are possible, A CLEC inay lease
facilities from multiple carriers Lo create circuits, or it may deploy some of jts own
facilities and lcase other facilities to extend its network to reach a grealer customer
base. Depending on the CLEC's network architecture, some of the transmission and
technical issues assuciated with IDLC and U'DLC configurations (described in
Scecuon 1213 3) nwy be ohserved.

12.13.3 Unbundling lssues Associated with UDLC and IDLC Systems

There are various trunsmingion and other technical issues associated with the use
of UDLC and IDLC systums i the unbundling environment In many loop
unbundling cunfiguranons, the CLEC utlizes an IDLC system W economically
transport unbundled loops from the ILEC's central office to the CLEC's central
office. Issues arise when the [LEC termiuutes long length all<opper toops or DLL.C-
trangported loops to the CLEC's RDT (meet points at the coliocanon cage).

When an unbundled all-copper loop greater than 900 ohms or 12 Kft long is
terminated at the CLEC's RIIT, the customer may encounter degraded vuice
Lrequency ransmission. To maintain the POTS grade of scervice, the CLEC may need
to install an RDT line unit with a higher DC supervisory range to accammodate the
Jong loop.

When an unbundled UDLC loop is terminated at the CLEC's RDT, the following
Impacts may be observed:

— Increased dial tone delay
— Degradation of on-hook tranamission services, such as caller ID (due to dejays)
— Degradation of signal quality (as a result of multiple A/D and D/A conversions)

— Reduction tn analog modem operation speed (connection speed depends on
loop length, number of A/D conversions, jocal switc h fype, and interofTice
Lac ity Lype).

Figure 12-40 shows the back-to-back DLC configuration,
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Figure 12-40. ILEC/CLEC Back-To-Back DLC Configuration

12.13.4 The Bwvolving Loop Unbundling Ermvironment

Initially, ILECs affered and provided unbundled circuits 1o CI.LECs as anaiog
handoffs to the collocatinn cages of the CLECs. Many [LECs now offer DS-0 digital
connectivily to the CLEC collocation cages. DS inlcreonnection is emerying. less
thagt 2% of aldl access lines in tie U.S. are currendy unbundjed, but this may rise Lo
as much as 30% in the next 5 to 10 years. The factors that will significantly impact
the potential growth in unbundled loops are: additional FCC regulatory/court
changes, rate of implementation of ILEC/CLEC line sharing, and decisions by
individual state commissions.

In the current loop unbundliny envimnment, CLECs are largely foousing on
unbundig [LEC business customers. The drivers behind this approach are
ecunomics and scalability. Provisianing and maintaining muitiple unbundled loops
from s gingle business customer lets the CLEC use digital subscriber lines over
ILEC faciliies. CLECs are requesting ropper unbundled pairs and placing DSL
equipment on these pairs to provide multiple POTS lines over no more than two
unbundled copper pairs The residance unbundling architecture presents a grealer
econotuic challenge to the CLEC betause resudential customers will generally
request 3 single unbundied loop. CLECs find serving business customers much
more profiiable than serving residential castomers. The FCC mandates on sub-loop
unbundling and line sharing are expected to have a significant impact an CLEC
expansion inlo the xDSL marketplace because CLECs will no longer be forced Lo
incur the full cost of a separate copper line to serve customers.

The FCU orders mandaung sub-Joop unbundling and line sharing will likely be
challenged in the courts. While this process evolves, CLECs will press for access to
the local looup at the interconnection point neareat to the customer. When DLC
systerns are used Lo provide ILEC services, the CLEC will want Lo interconnect at
the RDT. The reasoning for gaining access to the RDT on the unalog customer side
s tn have the ability to prirvide ull of the oTered WLEC scrvices without the
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transmisgion impairments and cperarional iasues associated with interconnection
at any other location.

When these RDTs are within 3,000 feet of the customer, efther the ILEC or CLEC
can have tie ability to use xDSL technology to offer high-speed data accesa aa wel)
as video services. The CLEC may aisn choose to offer traditional telephone services
using “voice over 1P technology. With this technology, it is paossible to have the
ILEC owniqg the 0- tn 3-kthiz bandawndth an a twisted palr from the RDT to the
customer NID and having no services connected at the customer premises. The
CLEC utlizes the frequency above 3 kHz (xDSL) and provides voice, data, and videa
services.

The evolution of the loop plant is shifting toward greatcr fiber deployment. When
fiber systems advance to the situation where a significant number of reaidences are
served using FTTC syswems, CLECs will request access to some of the
interconnection points in the fiber network.
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< Figure 12-36 shows the use

of a GR-303 Interface Group sharing [LEC and
CLEC traffic where alj CLEC traffic is routed through sidedoor port DS1s
out of the ILEC's switch.

DCS-170 enabdles side-door DS1 v be more
eMiciently filled

Handles ILEC and CLEC ciroulits

Figure 12-

36. IDLC Unbundiing Using Sidedoor Port

CLEC circuits are Provisioned as non-switched, non-locally switched
circuits within +* - IDLC system. Whil

e DCS-1/0 is shown the figure i
it ot a requiretent of this architertiven ™.




Note that RDT must support MIG
capability as defined in GR-303
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Figure 12-35. IDLC Unbundling Using Separate GR-303 Interface Groups

This arrangement may be cost effective for those CLECs having a “critical
mass” of subscribers served by the RDT or group of RDTs in a CEV. Since
the GR-303 Interface Group supports operations functionality, there are a
variety of issues (provisioning, alarm reporting, sharing of test resources,

etc.) that are currently being addressed by the industry. |

In response to the Telecommunications Act of 1996, GR-303 requirements

were changed in 1997 to permit a single DS1 to be called a 303 Interface

Group. A minimum of two DSiswas previously required This chang- allow~
“CLF ™ to serve : mall base of cus nmers at an RDT 1. yre econon.acally
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