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Donna Epps
Vice President m
Federal Regulatory Advocacy
OR’ 1300 | Street, NW, Suite 400 West
,NAL Washington, DC 20005

August 3, 2004 Phone 202 515-2527

Fax 202 336-7922
donna.m.epps@verizon.com

Ex Parte RECEIVED

AUG - 3 2004
Marlene H. Dortch Fedaral Communications Commission
Secretary Office of Secratary

Federal Communications Commission
445 12" Street, SW
Washington, DC 20554

Re:  Review of the Commissions Rules Regarding the Pricing of Unbundled Network

Elements and the Resale of Service by Incumbent Local Exchange Carriers, WC
Docket No. 83-173 - REDACTED

Dear Ms. Dortch:

In response to a request from Staff, Verizon is filing the attached UNE rate chart. This chart lists
the UNE-Platform rate elements Verizon has proposed in state UNE cost proceedings as well as
the UNE-Platform rate elements the state commissions ultimately adopted. Additionally, the chart
lists Verizon’s proposal for key cost inputs, such as cost of capital and fill factors, and the key cost
inputs the state commissions have adopted.

Consistent with Commission rules, I am filing one electronic copy of this notice and request that
you place it in the record of the above-referenced proceedings.

Sincerely,

Attachment

cc: Tamara Preiss
Steve Morris
Jeremy Marcus

Mo. of Capisa rec'd O ’ I
List ABCDE
Redacted for Public Inspection
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98-C-1357 DTE 01-20 Docket 6318 PUC 268% “Docket 97-505 Docket 97-171
Commission Commission Commission Convmission Commission Commission | Cost of Capital
VZ Proposed Approved VZ Proposed Approved VZ Proposed Approved VZ Proposed Approved VZ Propased Approved VZ Proposed Approved Adjustment
Feb 2000 1/28/02 | May 2001/Jan 2003 July 2003 1897 Apr 2000 1997 Nov 2001 July 1987 Jan 2002 July 1987 Juty 2001 Jan 2004
“Stayed”
2 Wire Loop
Zone 1a $ 1712 % 7.70
Zone 1b $ 1986 $ 11.31
Zone 2 $ 2847 15.51
Metro NA NA - 1441 $ 10.81 NA NA NA NA NA NA NA NA NA
Urban NA NA $ 1663 § 1137 % 1548 § 7728 1648 § 111913 1799 § 1144 | § 1401 § 1197 § 10.73
Suburban NA NA s 2015 § 1641|% 1867 § 835(% 2481 § 154418 2074 $§  1347|% 1587 § 1604 § 1437
Rural NA NA $ 2820 3 2432} 8§ 4056 § 21631 § 3048 § 1914 | § 3204 § 1875 % 2407 § 2500 § 2500
Statewide $ 2014 § 11491 8 1875 $ 139831 § 2820 § 14411 § 2169 § 1393 | % 2669 $ 16.18( $ 1790 8 1821 % 14.53
POTS Port
Analog Port $ 286 % 257 | % 255 % 257 | $ 304 § 103 % 55 § 186 | 8§ 386 $ 064 |% 281 § 071 s 064
EQC Switching
Originating $ 0.003418 $ 0001147 | $ 0.0028688 $ 0.000825|3% 00149 $ 0004003 $ 0013498 $ 0.001358| $ 0.016191 § 0.001680) § 0.010859 § 0002425 § 0.002425
Terminating $ 0003318 §$ 0.001111| $ 0.002533 $ 0.000724|$% 0.0149 $ 0.004003| S 0013498 $ 0.001192| $ 0.016181 §$ 0.001680| § 0.010899 § 0.002425 § 0.002425
Tandem Switching MOU AHD $ 0.000882 § 0.000481] $ 0000272 $ 0.000043|$ 0003378 $0.000021| $ 0001563 § 0.006274 | $ 0.001542 $ 0.001221 | § 0.003899 $ 0.000737 3 0.000737
Common Transport (Note 1} All Hours of Day Rate All Hours of Day Rate All Hours of Day Rate | —— Peak Rate -—- | -— Urban - Day Rate — Day Rate
Local Common Transport, per MOU | § 0.001624 § 0.000932| $ 0.001061 $ 0.000715|$ 0002878 $0.000017| $ 0004082 $ 0.001050| § 0.00374 $ 0.001498 | § 0.001790 § 0.000714 § 0.000714
Toll Common Transport, per MOU $ 0.000461 §$ 0.000203] § 0.001378 § 0.000880 | § 0.005362 $0.001345| S 0.006094 $ 0001332 $ 0.00850 § 0003605 | $ 0.003711 _$ 0.001164 $ 0.001184
Cost of Capital 12.60% 10.45% 12.60% 11.45% 13.18% 9.99%, 13.18% 9.50% 13.18% 9.79% 13.18% 10.46% 8.2%
% Debt 25% 35%) 25% 25% 23.77% 36.23%)| 23.77% 36.70%| 2877% 45% 23.77% 36.35% 55%
% Equity]| 75% 68% 75% 75%| 76.23% 63.77%] 76.23% 63.30%! 76.23% 55% 76.23% B60.65% 45%
Cost of Debt 6.90% 7.32%| 6.90% 7.58%| 7.63% 7.34% 7.63% 6.91% 7.63% 7.7% 7.63% 7.01% 6.867%,
Cost of Equity| 14.50% 12.13%, 14.50% 12.75% 1491% 11.50%) 14.91% 11.00% 14.91% 11.5%| 14.91% 12.70% 9.82%
Depreciation Lives GAAP  Prescribed GAAP  LowFCC| Economic VT PSB| Economic FCC| Economic FCC| Economic FCC
FLC 70% 65% 80% 65% NA NA NA NA NA NA NA NA,
Common Qverhead 11.96% 5.95%| 8.03% B.35%| 0.067¢ 0.0486] 0.0537 0.0537] 0.0548 0.0540 0.0597 15% Applied to cost
- Begin Proprietary Information -
- End Proprietary Inf ion -
Loop Fill Factors
Feader
Fiber 80% 80% 60% 75% 60% 5% 60% 5% 60% 60% 60% Note 2
Coppef NA NA 55.2% 69% NA NA NA NA NA NA| NA NA
Distributior 40% 50% 40% 48% 2% 50%| 33% 50% 31% 50% 42% Note 2
Notes:

COMPARISON OF UNE RATES AND INPUTS
VZ PROPOSED vs COMMISSION APPROVED

1) Rates were developad on a ime of day basis (peak/cff peak or day/evening/night) andior gecgraphically deaveraged basis.

2) The New ¢

pshire PUC

jected the use of \

3) The Maine PUC rejected the use of SCIS to determine switching costs. Instead, the PUC adopted the switching cests proposad by
Gable / Kennedy. These costs were based on investments from the FCC "High Cost Order" which included installation and engineering.

4) In M h

d a net effacti

08-03-04 Epps Attachment Redacted

VZ prop

overall discount based on

ysis of recent purch

PROPRIETARY INFORMATION - Subject to protective order

s Loop Model. Instead, the PUC adopied loop rates from the Loop Model sponsored by Ben Johnson Associates.
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COMPARISON OF UNE RATES AND INPUTS
VZ PROPOSED vs COMMISSION APPROVED

FCC Arbitration Case # 8879 Case 96-1516-T-PC Formal Case 862
Commission Commission Commission
VZ Proposed Bureau Ornder VZ Propesed | Approved VZ Proposed Approved VZ Proposed | Interim Rates | VZ Proposed Ordar
July/Nov 2001 1729/2004 2001 6/30/03 1997 415/1999 1967 ~-Note 5- 1/111/02 12/6/02
RATE "Stayed"
2 Wire Loop
Density Cell 1 $ 1786 $ 1189 $ 1207 $ 951 | % 2400 § 14.49 NA NA NA NA
Density Cell 2 $ 2631 $ 1526 | $ 1724 % 955 | $ 4062 $ 2204 NA NA NA NA
Density Cell 3 $ 4345 § 284318 4024 § 2057 | $ 69.86 $ 4344 NA NA NA NA
Density Cell 4 NA NALS 2543 3 13.56 NA NA NA NA NA NA
Statewide Avg. $ 2233 § 1443 | § 2103 § 1126 | § 4475 $ 2458 | § 17146 $§ 1081 | $ 1735 § 4.29
POTS Port $ 291 § 283 | % 264 § 1321]8% 357 § 160 |8 224 § 155 % 283 s 0.76
Full Featured Port Note 3
EO Switching
Originating $ 0.003961 Note3 | § 0.003265 $ 0.001243 |§ 0.015585 § 0.008868 | § 0.013437 $ 0003 | $ 0002853 $ 0.00038
Terrninating $ 0.003477 $ 0002864 $ 0001090 |§ 00049680 § 0005622 | § 0012963 § 0.003 | §$ 0002332 § (0.00034
Tandem Switching MOU $ 0000133 § 0.000020 | $§ 0.000540 $ 0.000233 [ $ 00002394 $ 00002384 | $ 0.002532 $ 0.002532 | $ 0.000857 $ 0.00011
Common Transport
Fixed- Common $ 0000115 $ 0.000054 | $ 0.000204 § 0.000113 | § 00001596 § 0.00067 | § 0.000405 $ 0.000405 | § 0.00032 $ 0.00020
i $ 0000004 § 0.000002 | $ 0.000001 $ 0.000001 [ $ 0.0000080 NA| $ 0000005 $ 0000005 |% 0.00002 $ 0.000026
12.95% 12.95% 12.05% 9.28% 13.18% 11.26% 13.18% 12.95% 10.46%
% Debt 25% 20% 25% 40% 23.77% 45% 23.77% 25% 34.5%
% Equity 75% 80% 75% 60% 76.23% 55% 76.23% 75% 85.5%
Cost of Debt 7.55% 7.86% 7.55% T7.0% 7.63% 7.63% 7.63% 7.55% 7.55%
Cost of Equity, 14.75% 14.22% 14.75% 10.8% 14.91% 14.2% 14.91% 14.75% 12.00%
Depreciation Lives GAAP Low FCC GAAP Low FCC Economic  Shorter of FGC, Economic GAAP GAAP
State & Hatfield
FLC 80% Denied ; 80% Denied NA NA NA 80% No FLC:
use cobe Use CC/BC
for Ntwk
Cormmon Overhead 7.98% 13.61% 7.98% 7.01% 14% 10.2% 18% 7.98% 6.62%
Switch Discounts - Begin Proprietary Information -
- End Proprietary Information -
Loop Fill Factors
Feeder 56.9% 70-82.5% 62.5% 76% 72.6% 78% 64.5% 59.6% B0%
Target Fill: 50-75%)
Distribution 40.3% Effective Fill: 52.5% 43.3% 62% 36% 46.6% 35% 38.2% 60%

- Begin Proprietary Information ~

- End Proprietary tnformation -
4) The switching rates were derived without ruling on switch discounts and were based on a combination of the rates generated by Hatfieid and SCIS.

5) Interim rates in DC are based on proxy rates established by the FCC in 96-325.
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COMPARISON OF UNE RATES AND INPUTS
VZ PROPOSED vs COMMISSION APPROVED

-TP
Commission Commission Commission Commission
VZ Proposed Approved Approved VZ Proposed | VZ Proposed Approved VZ Proposed Approved
Ab-Oct1996  Arb -Jan 1997  Interim-Mar. 2003  Apr 2004 |Sept. 1996 Note 1 1111502
Note 5§ Note 2 Under Appeai |
2 Wire Loop
DensityCet1 | e Note 1 ——-- $ 1056 §$ 27.49 Note1 § 1363 (8 2217 § 12.00
Density Cell 2 ---—— Note 1 - $ 2237 § 59.43 Note1 $ 3545 | § 3081 § 16.18
DensityCell2 | emeeeeee Note 1 ----meeee NA § 28127 Note1 § 787718 7739 § 27.54
Statewide $ 3000 § 1681 §$ 162 $ 3319 | § 3758 § 2549 | $ 2617 § 17.07
POTS Port $ 670 $ 458 § 212§ 360|$ 667 § 4.28 $3.37 § 2.40
EO Switching
Originating $ 00050552 $ 00036286 $ 0.001457 $ 0003688 % 0.005980 $ 0.004085| $0.002951 $ 0.002257
Terminating $ 00050552 % 00036286 $ 0.001457 % 0003291 | % 0.005089 § 0.004085 $0.002951 $ 0.002257
Common Transport
Tandem Switching per MOU $ 00004552 $§ 00015000 $ 0.001038 $§ 0.000755{ § 0.0040228 § 0.0010411 | $0.0018977 $0.0015864
Cormmon Transport - per mile $ 0.0000155 § 0.0000155 $ 0.0000155 $ 0.000010 1 $ 0.0001973 $ 0.0000022 | $0.0000008 $0.0000004
Common Transport - per termination $ 0.0002047 $  0.0002047 $ 0.0002047 $ 0.000114 | § 0.0000127 $ 0.0000715 | $0.0001046  $0.0000811
Cost of Capital 10.5% Note 4 - 15.96% 11.05% 10.6% 12.95% 9.83%
% Debt, 36.82% Note 4 —-—-emmv 25% 48.6% 25% 40%
% Equity 62.82% ~—— Note 4 ——---- 75% 51.4% 75% 60%
Cost of Debt 7.23% -——--— Note 4 6.26% 6.0% 7.55% 7.22%
Cost of Equity 13.43% - Note 4 ———— 19.19% 14.9% 14.75% 11.24%
Depreciation Lives GAAP Note 4 2003 GAAP PUC FCC GAAP  Commission
Prescribed Prescribed Prescribed
FLC NA NA NA 88% NA NA NA NA
Common Overhead (pre-2004 Fixed Allocator) 45% Note 4 9.08% 38% 16.3% 14.09% 12.12%
Switch Discounts - Begin Proprietary information -
DMS
5ESS
GTDS _
- End Proprietary information -
Loop Fill Factors
Feeder] NA Note 4 77.02% 55% Note 4 38.28%  Note 4
Distribution NA Note 4 36.93% 55% Note 4 93.59% Note 4

Notes:

08-03-04 Epps Attachment Redacted

1) Commission ofiginally approved a statewide average rate in Dec 1998, Deaveraged rates were later ordered in April, 2000
2) The April 2004 VZ Proposed rates are pending Commission Approvet.

3) State Commissions did not rule on switch discounts.

4) Rates determined by Commission without specifically addressing every input.

5) Interim-March 2003 rates were delermined by the Commission based on NJ rates,

REDACTED FOR PUBLIC INSPECTION
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