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I~ t~:e !-1atter of AT&T Communications of the
S:~thwest, Inc.'s ?etition for Arbitration Pursua~t
t: Section 252ib) of the Te1eco~~unications Act of
1?96 to Establish an Interconnection Agreement
Between AT&T Communications of the Southwest, Inc:
a~d S7E Midwest Incorporated.

)
) Case N~. TO-97-63
)
)
)
)

..

FINAL ARBITRATION ORDER

Issue Date: July 31, 1997

Effective Date: August 20, 1997
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a ~ession of the Public Service
Cc~~ission held at its office
in Jefferson City on the 31st
day of July, 1997.

In the Matter of AT&T Communications of the
Southwest, Inc.'s Petition for Arbitration Pursuant
to Section 252(b) of the Telecommunications Ac~ of
1996 to Establish an Interconnection Agreemen~
Be~~een AT&T Co~~unicatic~s of the Scut~west, :nc.
and GTE Midwest Incorporated.

)
)
} ~se No. TO-97-63
)
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EINAI~RBITRA TI0N OR!lER

I. ~.iliu:alJ1i:ilil..Q:

The Commission issued its Arbitrati.onOrder1 in this case on

Decemb~r 10, 1996, establishing interim rates for unbundled telecO~1,unica-

tir:,ns network ,~lements and an interim resale discount rate for the resale

Arbitration Order issued December 10,
Order."

19%, hereinafter "first PSC
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of basi= local telecommunications services pursuant to the Telecommunica-

....

tions Act of 1996 (the Act). The Commission :ssued a further order on ,
\o.J
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January 15, 1997, which established a procedure for t~e establishment of
""

permanent rates for unbundled network elements and resold services.2 That ..J

order provided for an extensive review and analysis by the Commission's

;'.rbi tration Advisory Staff of the supporting documentation for

:1
t.
id

AT&T Communications of the Southwest, Inc.'s (AT&T's) and GfE '1idwest u
In.::orp:>rated' 5 (GTE's; costing models a~d rate ;roposals. The p.:::.cej'.lre

called for the Staff to present a report to the Commission, followed by a )

Conmiss.on oLder setting out proposed permane~t rates, comme"ts oy the

1~arties on those proposed permanent rates, and a permanent rate order to

be issued en June 30. The Commission issued a not~ce on June 11 stating

']
that there would be some delay 1n the Comm1ssion's issuance of proposed

permanent rates.
r1

.j

The Commission's Advisory Staff spent several weeks reviewing the

i~puts csed by GTE in 1ts costing model and comparing the resul~s of both

!"")
,

ud

GTE's and AT&T's costing mode:s us~ng va::cus in~uts. Staff submi~led its ....

initial report to the Commission for review before May 30. Staff's final u
report is Attachment C entitled Missouri Public Service Co~~ission Costing '")

u
~nd Frl=ing Report.

II. Diill!S~on and Findinj!s ~

The Co~~ission has reviewed Staff's report and recommend~tions and ...,

l
'

'I

finds that some modifications in its order establishi,g irterim rates are

necessary 1n order to establish permanent rates for this arbitr~tion. In
u
"...

Order Granting Extension of Time, Clarification, and Modification and
Order Denying Rehearing (issuedJanuary 15, 1997), hereinafter "Second PSC
Order" at page 10, "VII. Schedul~ for Development of Permanent Rates."
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addition, there are c~rtain issues that of necessity remain unresolved.

In some cases the services have not yet been developed and therefore the

costing infcrmation i3 not available. In other cases further action by ~he

E€deral Communications Co~ission (FCC) is expected. The modifications to

the current interim rates and the ~nresolved issues are discussed below.

A. ResaleDiscountRate

The Commission finds tha~ the discol..ntrate for resold services ~'

should be reduced from 31.08 percent to 25.4 percent. In light of the

extensive r.:?view and analys.:.sby the Commission's Advisory Staff (see

'"
i
tJI.ttachm,,=nt C), the CO~~i5sicn flnds that a 25.4 percent discount rate

reslJl ts in just and reasonable rates for resold basic local telecommunlca-

tions ser"lices. The parties shall prepare an interconnection agreement

"har incorporates the rates reflected in Attachmer.t A to thi:;, Final

Arbitration Order which is entitled "Resale C~_t S~udy for GTE." ~

B. Pricing of Unbundled Network Elements
i
~
~

~he C~mmissl0n finds that, in light of the extenslve review and

analYSIs bf the Co~~ission's Advisory Staff (see Attachment C), certai~
!~

modifications should be made to the interim rates previously ordered for

Gnbundled nctwor~ elements (UNEs). The Carr.missi?nfinds that the permanent

and reasonable rates. The parties shall prepare an interconnection

Ii!
'.
I
I"
I
I

,!

rdr.",;> for IJ:,E~, ulcluded with this Flnal Arbltration Order "s Attachment3

entitled "Unbundled Network Elements - Permanent Rates," results in just

agreement that incorporates the rates reflected in Attachment B.

C. lliport of Advisory Staff

The Commission's Arbitration Advisory Star! submitted a'

comprehensive report reflecting its data collection, review, analysis, and

I
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reco~~endations rega~ding the establishment of permanent rates for this

arbitr~tion case. T~o of the issues discussed by Staff call for further

discussion: 557 and unbundled signaling elements, and technology mix.

(i) SS7 and Unbund:ld Signaling Elements - Issue 38, First .?SC Order

The First PSC Order set interim prices fer Signaling System 7

(557) signaling elements at federal tariffed rates (see Attachment B to

First PSC Orjer, Database and Signaling Systems). GTE does not c~rrently

hav-= the maced signal transfer point (STP) pairs needed to provide

537 Access Service in Missouri. However, GTE can provide access to its

S27 net~Grk for l1is30uri exchanges by means of links with mated S:? pairs

1n Il11nols for Out of Band Slgnalinq, and with mated ST? pairs in Indiana

:or Line Information Data Base Query Service. GTE provides this service

in accordance with the provisions and rates in its Federal Access Turiff,

GTOC #1. GTE's recommendation is that these rates remain in effect until

S7P pairs ~re installed and operational in Missourl, at ~hich time GTE will

develcp Missouri-specific rates.

The Ad'Jisory Staff's recommendation is tha'::GTE provide SS- acc~ss

at the lower of either the Interstate Tariffed Rates, or the rate at which

GTE provides the service to other entities within Missouri. When GTE has

0evplop~d Mi~~ouri-specific facilities, either party could request that the

:-:mmiss1.::>n nd(r the preparation of cos: studies to develop permanent

prices should pricing become a disputed issue.

(2) Technology Mix

Staif and GTE made di ffering proposals regarding the

f0rw~rd-looki~g technology mix on which the costs for certain switching

elements should be based. The full discussion appears on page 53 of the

Advisor} Stilet's R~port (Attachment C), with the proposals set out in

4
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gra1=-:;ic form 54. The Advisory Sta:f recol14l'lended that theon page

:or~arj-looy.ing technology mix for the switch :osting studies reflect:

.:<)percent, 5ESS !;'witches; 29.80 percent, DMSIOs; 48.08 percent, m.IS100s;

and 21.23 percent, GTDS switches.

After reviewing both proposals the Co~~ission finds that GTE's

;:rq::>sal forward-lockingshould adopted. proposed :.hat thebe GTE

:-:-(;;::101 :.gy ml:-: switch costing .90 percent,studi-?s reflect:for the

:;::."';c S'h':'tc:-:es; DMS100s; andDMSIOs;percent, ..:;.l~ perce::::,.:t. :;

:4.3' percent, GTDS switches. The use of STE'~ :~:hnology mix has affected

:~e rates for :~c2l switc~ing, tandem s~itchin~. 2-wire basic pcrts, and

:Sl ::or:s.

D. Unresolved Issues

(I) Interim Number Portability (lNP) - Issue 6, First PSC Order

Th~ first for Interim NumberdidOrderPSC setnot pr:::;~s

?:.rt'ibilit'j (INF) in part because the FCC had no: jet settled upon a method

::r :':$'- '::";'-Yl"''::'j. T:\e ~c::trnission orderej that ::-.e ccrr.;:.anies tra.::~: t:,-=i;:

~cs:s pending ~larific~tion from the FCC. The fC:'s r~q~irement tha~ c~sts

le rec~verpd OIl 3 nondiscriminatory basis ma~es -= like:y that costs wlll

;It::ndt~l'! b.> recovered from all telec~mmuni,:,it,lOnS providers and not

ex; J31"~lj fr0~ ~h0 interconnecting company th3: initially requests INP.

:nt';c.Vlsory Staff rccommer:ds that AT&T aIid GTE ::"tinue to track the costs

of Interim Number PortaDility and that rates for :NP not be established at

':his tl:7\e.

(2) Operationnl Support System (055) - Issue 44, first PSC Order

Th'~ Fi rst psc Orjer did not establish interim prices for the

2peratl?nalSupport System (OSS) but called for GTE to submit cost studies

5
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:0 support pricing of the service once it had been developed. Since, at

this date the system has not yet been developed, the appropriate costing

studies are still not available. Accvrdingly, the Advisory Staff

recow~ends that costing and pricing the ass be done once the system is

d~veloped and appropriate costing studies are available.

(3) Operational Support Systems (OSS) Access -Issue 47, First ?SC Order

Similarly, since the Operational Suppcrt System and direct

~omputer access to the system have not yet been developed, the appropriate

cost studies are not yet available. The Advisory Staff reco~~ends that

.::.gting and pricing ass access be done once ~he requisite access gystems

are developed and cost studies a,ailable.

(4) Sub-Loop Unbundled Elerr.ents- Issvc 33, First PSC Order

The parties filed stipulativns regarding sub-loop unbundling

issues that were included as Attachm~nt C :~ rnA First PSC Order. The

Commission further ordered unbundling of locp distribution plant, leop

concentrator/multiplexer, and l0~~ f~~oer ,:a a bena fide request 9r~cess

to the extent that there were rem~ining areas cf disa~=eement. Staf:

stated 1n 1ts report that the parties are now in agreement that the issues

rpgarding sub-loop unbundling costing are no longer in dispute in this

proceed1ng. i\c:cordinqly, the Advisory Staff rec'.)mm~ndsthat the Commission

ruake no further orders on these issues.

(5) The Pricing of Collocation - Issue 7, First PSC Order

The First PSC Order did nct establish interim prices for

collocation but found that, until adequate costing studies are available,

collocation should be priced on an individual case basis (IC8) . The

Commission stated that the ultimate gcal was to develop standardized

6
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pricing that is competitively neutral. GTE supplied cost studies for Staff

review, but indicated that the study m~thod was undergoing revision and

that it was preferable to continue the !Crl prici~g arrangement. AT&T has

not expressed opposition to ICB pricing. Staff stated that because

col:ocation entails se~regation of eXlsting office space, construction and

arrangement for power supplies, and network access as well as security, it

is dirf icul t to de".jelop a simple list of rate elements that can be

s~~p0rted hj c~st studies. Accordirogly, t~e ridv:sJryStaff recommends ~~at

the pricing of collocation coptinue to be done =n an rca basis.

(6) Bil:ing and Usage Recording System - Issue 68, First PSC Order

The First FSC Order did not €:stablist. interim prices for the

billing and usage recording system. Hcw~ver, t~€ Commission directed G7~

to track its costs and ordered the partles tv s~bmit proposed rates ::::::

these functions once a billing and us~g€ recordi~g system became operative.

Since the system has root yet beer. de'Jeloped, the appropriate costing

s:~ji-~s are s.ill not availatle. .r..r-ccrdl:--;:'y, the .;dvisoyy Sta::

rec-::mmends '.hat cost ing and pricing the bi 11.ing a:-:j usage :::eccJrding s j5 te:::

be:k,ne OO'-'? th,~ "'Y'C'tern is developed ;;],dap~rcDriate costing stl..diesare

available.

E. rnl..cJ~lliI.r:l1I~JI~

lro the Second PSC Order the Commi3sion envisioned issuing

"proposed perr~anent rates" and accepting commer.tsby the parties before

issuing a final order. However, the review and analysis process has taken

longer than anticipat~d and the C~mmi3sion roncluces that it would be more

appropriate to issue permanent prlces in a final order. In the interests

of due proG~'ssand to permit parties an adequate opportunity to be heard,

7
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the CQ~mission will allow the part~es twenty days to move for re~onsidera-

t:on or clarification.

IT IS THEREFORE ORDERED:

1. T~at the rate schedules attached to this Final Arbitration

Order as Attacr..rrentsA and B shall be the approved permanent rates for all

the elements and services listed therein.

2. That the parties shall ha~e until August 20, 1997 to move for

re~c~siderdticn or clarification.

3. That the parties shall prepare and submit to the Commisslon

f:= ~~prova: an inrerccnnection agreement reflecting the findings emtodied

l~ the prisr 0rders issued in thi~ case ana the permanent rates embodied

in At:achments A and B.

4. Th~t the agreement descriaed in Ordered Paragraph 3 shal: be

sl.,;omittedt~.)the Cornmission no later than September 30, 1997.

:; . That the partles shall comply with the Co~~ission's finding

:':-: "'-;; "h c'lno:: ;>"'-::['/ lssue.

~ . Thd: any proposed interconnection agreements filed her~in are

reJPc=ed,' and ~Il pending motions which have not been previously add=essed

are hereby denied.

7. That this Final Arbitrat:on Order shall become eff~cti~e on

j\:~ ::;us": :; C , i-197.

BY THE COMMISSION

\.3El\Li (b;}!..J~~
Cedi I. Wright
Executive Secretary

Zcurist, Chm., CruMpton,
Drainer, MUlr~y and Lumpe,
CC., concur.

ALJ: 1-1lcld 1 ff~
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