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DISPOSITION: STIPULATIONS APPROVED,;
VIRTUAL COLLOCATION REQUIRED

BACKGROUND

Procedural History. On March 8, 1994, the Commisson initiated this
investigation into collocation rate schedules filed by U SWEST Communicetions, Inc.
(USWC), United Telephone of the Northwest (United), Pacific Telecom, Inc. (PTI), and GTE
Northwest Inc. (GTE). Order No. 94-490. The companiesfiled the rate schedules on
February 4, 1994, pursuant to a direction from the Commission that the companies comply with
the requirements of the Commission's Open Network Architecture (ONA) rules” OAR 860-
35-110 et s2g. At its March 8, 1994, public meeting, the Commission alowed the collocation
schedules to go into effect subject to refund.

Partiesto this case are USWC, United, PT1, GTE, and Commission Staff.
MCI Communications Corp. (MCI), Electric Lightwave, Inc. (ELI), AT& T Communications of
the Pacific Northwest (AT&T), Oregon Cable Televison Association (OCTA), and McCaw
Cdlular (McCaw) intervened.

The Commission s Open Network Architecture rules require local exchange
companies (LECs) to unbundle their loca exchange and exchange access services. In OAR
860-35-110, the Commission directed LECsto offer physicd and virtua collocation. Physicd
collocation isa service to be offered by aLEC that provides for placement and ingtalation of

‘See minutes of the Commission's December 21, 1993, public meeting.
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equipment, software, and data bases, owned by the customer, on LEC premises. OAR
860-35-020(8). Virtud collocation issmilar, in that the customer makes the selections, yet the
seections are owned and maintained by the LEC. OAR 860-35-020(27).

In Order No. 94-490, the Commission directed the parties to initiate settlement
negotiations. Those discussions resuted in the stipulated agreements discussed below.

In Order No. 94-1091, the Commission narrowed the scope of this docket.
The Commission determined that pricing and unbundling of interconnection rate e ements would
be addressed in docket number UM 351, not in this docket.

Hearings and briefs. OnMay 8, 9, and 10, 1995, a hearing was held in this
meatter before an Adminidrative Law Judge for the Commission. After the hearing, the parties
filed briefs. Aspart of its June 30, 1995, brief, Staff filed arate schedule that it recommended
the Commisson subdtitute for the schedules filed by USWC with the understanding that some
revisons to the schedule may be madein UM 351.

On August 24, 1995, the briefing schedule was interrupted by the Oregon
Supreme Court sdecisonin GTE Northwest, Inc. v. PUC and MCI Telecommunications
Corporation, 321 Or 458, 900 P2d 495 (1995). In that case, the Court found that the
CommissionOs administrative rules requiring physical collocation congtituted ataking.” The
Court set aside the CommissionOs rules as they pertained to physical collocation. The decision
rendered moot the issuesin this docket related to physica collocation. The Commission has
filed a petition for writ of certiorari with the United States Supreme Court asking for review of
GTE.

Thereafter, on October 6, 1995, USWC revised its tariff proposal removing
references to physica collocation and making other modifications as recommended by the
paties. Thetariff introduced expanded interconnection offered through virtua collocation
arangements. The tariff adopted the terms of USWC s currently effective interstate virtua
collocation tariff for intrastate operations,. On October 13, 1995, USWC filed a brief
commenting on itsvirtua collocation tariff. The other parties to the docket and Staff filed
answering briefsin mid-November. USWC filed its reply brief on December 6, 1995.

Federal telecommunications legislation. On February 8, 1996, the

2
The Court determined that, under federal law, physical collocation was a physical invasion of the property of the LECs.

The Court reasoned that the Commission could not order such a taking without statutory authority to do so.
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Presdent sgned new legidation for the regulaion of tdecommunications utilities. The law
includes provisons ordering LECs to offer physical collocation services. The law requires that
the Federal Communications Commission (FCC) adopt rules to implement the new legidation.
Asaresult, the actions that we take in this order may have to be modified after the FCC rules
are adopted. In the interim, however, LECs mugt, a aminimum, put virtud collocation into
place. Thetermsand conditions of these services can be modified or supplemented at a later
date.

Stipulations. Staff, AT&T, ELI, and OCTA entered into stipulations with
GTE, PTI, and United regarding the terms of their collocation tariffs. The telecommunications
utilities submitted proposed tariffs to accompany the stipulations. The companies voluntarily
included rates for unbundled interconnection rate eements. No party opposed the stipulations.
The dtipulations are attached to this order as gppendices. The Commission has consdered the
dipulations and finds them reasonable.

At thistime, the companies have not refiled therr tariffs removing the portions
relaing to physicd collocation. GTE recommended that the Commission adopt the stipulations,
as written, with the understanding that those portions addressing physica collocation would be
disregarded. The Commission will adopt the stipulations, with that one understanding.

On avoluntary bas's, the companies may implement the physical collocation
portions of the tariffs agreed to in the stipulations. In the event the companies do not intend to
implement the physica collocation provisions, they shal refile the tariffs with the portions relating
to physica collocation removed. The refiled virtua collocation tariffswill be subject to
compliance review and gpprovd.

OPINION
Pur pose and Scope of the ONA Rules

Asareault of thedecisonin GTE, thisorder islimited to the rates, terms, and
conditions for virtua collocation servicesin Oregon. Our rules define virtuad collocation as:

A sarvice, offered by aLEC, which provides for placement and

ingalation of customer selected equipment, software, and

databases on LEC premises. Premises include centra offices, remote
network facilities, or any other smilar location owned by the LEC. The
equipment, software, and databasesareowned and ~ maintained by the LEC.

OAR 860-35-020(27).
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The purpose of virtua collocation isto enable dl providers of
telecommunication services to expand their offerings. Potentid users of virtua collocation tariffs
implemented under these rules include dternative exchange carriers (AECS), interexchange
carriers (IXCs), enhanced service providers (ESPs), and other entities®

By requiring LECs to open their networks to new competitors, we intend to
dimulate use of the local exchange network, foster the development of innovative applications,
and encourage public use of new services. These gods can only be accomplished if we create a
regulatory environment that ensures nondiscriminatory access to the local exchange network for
al providers on equd rates, terms, and conditions. The most effective way to accomplish that
god isto prescribe conditions under which LECs and other providers can furnish services
without undue competitive advantage.

USWC's Tariff Filing

On October 6, 1995, USWC filed arevised intrastate tariff in this docket. The
revised tariff reflects the terms of the company s currently effective interstate tariff. The revised
tariff eliminates physical collocation from USWC's service offering and adds rates for expanded
interconnection (El) service.

3A  customer isasubscriber, user, or consumer of LEC services or an applicant for LEC services.
OAR 860-35-020(11).
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I nterconnection. El serviceis the connection between the collocator s
fecilities and USWC's switched and specid access facilitiesin the same wire center. The
sarvice is offered on abundled bass. USWC'sfiling included El rates for dedicated and
switched services. USWC did not include DSO and SONET channe termination capabilities.
Thisomisson may limit the ability of AECsto use virtud collocation for local services. See
Order No. 95-021. To assurethat al collocators can use USWC's virtua collocation services,
USWC musgt aso provide, a aminimum, DSO and SONET channd terminations, in addition to
the other capabilities included in the tariff.*

EL| argued that the Commission should unbundle the El service and priceit a
totd service long run incrementa cost (TSLRIC). Order No. 94-1091 directed that the issue
of unbundled interconnection rates should be addressed in UM 351. That docket deals with the
ggnificant technicd and palicy decisons rdating to unbundling interconnection functiondities, as
well asthe other services provided by the LECs.

We have reservations about the pricing and structure of USWC's El tariff.
Unbundling of the dements and permanent pricing isa part of UM 351. The order in UM 351
will beissued this Spring. In theinterim, the bundlied El service required hereis a suitable
garting point to make virtua collocation available now.

Virtual collocation. The Commission will not adopt the collocation portions
of the revised USWC tariff. Thereislittle to recommend the USWC filing. The USWC tariff
filed in Oregon mirrors the virtua collocation tariff filed with the FCC. In FCC order DA %4-
1421, the FCC concluded that USWCOs rates are likely to be unreasonably high and some
provisons of the tariff too vague. As Staff pointed out in its direct testimony, there are many
provisons of the USWC tariff related to collocation that are unduly restrictive and may be a
barrier to entry.

For the reasons st forth below, we conclude the USWC tariff does not
adequately further the Commisson's policy of promoting competition for telecommunications
sarvices a theintrastate level. At aminimum, the collocation tariffs should encompass the needs
of access customers that have dedicated service needs, switched access providers, enhanced
sarvice providers, and the locd exchange needs of AECs. The tariff provisons must ensure that

4
DSO (e.g. basic local service) and SONET (e.g. OC-3, OC-12, and OC-48) services are basic network access channel
connections with standard signaling and transmission level capabilities. These connections are suitable for a wide variety of network
services. Within 60 days of the effective date of this order, USWC shall file cost studies and rates, including a markup consistent

with the terms of this order, for Sonet services.
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al providers have non-discriminatory access to USWC's facilities on equd rate, terms, and
conditions. That includes alowing collocators the same interfaces as those which the company
uses to enable communications between switches and external processors providing enhanced
services. OAR 860-35-110(6)(h).

USWC Mation to Strike Portions of the Staff Brief

The appendix to Staff sinitid brief was a proposed collocation tariff. On
July 28, 1995, USWC filed amotion to strike portions of Staff s opening brief. GTE filed a
reply on August 7, 1995, supporting USWC on the due processissues raised. On August 16,
1995, Staff filed its response to the motion to strike.

In its answering brief, filed November 17, 1995, Staff replaced its
recommendation with a proposed virtua collocation tariff. USWC renewed its objections to
Staff's proposed tariff in its reply brief, dated December 6, 1995. Since Staff replaced itsfirst
tariff proposa, we address only the objections to Staff's proposed virtua collocation tariff.

USWC basesiits objection to the Staff proposa on two grounds. Firgt, it
clamsthat the draft proposd is evidence and USWC should have had an opportunity to test the
provisons of the tariff through cross-examination. Second, USWC claimsthat Staff s
proposed virtua collocation tariff departs from the evidence that Staff introduced in the docket.

USWC misunderstands the Staff filing. The Staff proposed tariff isa
recommendation on how the Commission should implement its decisonsin this docket. The
Staff tariff is no different from a proposed order attached to abrief. Aswith aproposed order,
however, any provisonsin a proposed tariff must be supported in the record. The motion to
drike the Staff tariff is denied.

We conclude that the Staff proposal to direct USWC to adopt a particular tariff
incorporating the Commisson s choicesis sound. We are concerned about the time USWC
might require to incorporate our decisonsinto atariff. In Appendix A, therefore, we prescribe
atariff for USWC. The rates specified in our tariff are based on the cost and rate principles
adopted below. Each of the rates hasabasisin therecord. Smilarly, the terms and conditions
in our tariff are based on the evidence submitted by the parties. USWC had ample opportunity
to respond to the evidence and cross-examine witnesses who sponsored the testimony.”

5
If it wishes, USWC may adapt the provisions of the prescribed tariff to its own format so that it fits internally
with other provisions prescribed by it. However, the rates, terms, and conditions of this virtual collocation offering should be part of

the USWC tariff for access services. This service is not subject to price listing, as USWC has proposed.
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Collocation Costs and Rates

Cost of service. A principa area of disagreement in this docket is over the
ratesto be charged for collocation services. Thisissueisfar more sgnificant for physicad
collocation than it isfor virtua collocation. However, even with virtud collocation, there are
services that USWC will provide for the collocators. The Commission must set the rates for
those services’

The point of departure for setting the rates is the cost of providing the services.
The Commission prefers rates based on the long run incrementa cost of providing the service.
In Phase | of docket UM 351, the Commission identified categories and subcategories of
telecommunications functiondities, and specific cost estimates.

6
In this order, we only require that USWC offer virtual collocation. Nonetheless, our policy decisions on cost of service

and rates also apply to physical collocation.



ORDER NO.

The USWC cost andysis was not based entirdly on these principles. USWC
pointed out that collocation services were not included in the UM 351, Phase |, cost estimates.
It claims that collocation cogts actudly relate to red estate construction, not network
functionalities, such as switching and transport. As aresult, USWC ignored UM 351 cost
principles, including those relating to depreciation and least cost. With respect to depreciation,
the principle states that cost studies should consider atime period long enough that al inputs are
avoidable. With respect to least cogt, the princi Ple requires that costs for network functiondities
should be developed & the building block leve.

USWC argued that the construction and equipment costs associated with
collocation should be recovered up front from the collocator. USWC choseto hire an architect
and engineering firm to estimate the average cost of congdructing facilitiesin its entire region,
rather than obtain Oregon specific estimates of costs from severd contractors.

As aresult, the USWC tariff rates for collocation were based on estimated
construction costs, cable placements, conduit, and risers. It used market rates for space rental
costs. USWC argued that the costs for collocation should be based on how USWC would
actudly condruct the collocation facilities, given exigting centrd office conditions. None of the
cost estimates for these items conformed to UM 351 cost principles.

Furthermore, USWC wants to recover the costs of construction, as a non-
recurring cost, before the customer takes service. The company is concerned that Staff's
proposa to recover these up front costs through recurring tariff charges exposes the company
to the risk from a collocator abandoning service before construction costs are recovered. To
cushion the rate shock, USWC proposes to spread the construction costs over 12 months.

"Network functionalities are elements that are used to provide telecommunications services.
USWC sclaim that collocation costs are actually real estate costs, and not network functionalities, is
inconsistent with the statutory definition of service. ORS 756.010(8) states:

Service isused in itsbroadest and most inclusive sense and includes equipment and facilities
related to providing the service or the product served.
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Staff identified a number of problems with USWC s presentation, in addition to
the inconsstlency with Commission-adopted UM 351 cost principles. In Saff's view, the
USWC cost study assumptions included loadings that are excessive and perhaps unnecessary.
For example, nonrecurring charges proposed by USWC for 48 Volt DC Power Cable
Installation appeared to be severa thousand dollars over Staff's calculations. USWC's rates for
ampere usage per month and monthly power cable ingtalation fees greatly exceed Staff's
cdculations. Findly, the evidence in the record dso indicates that the USWC cost
determinations could not be verified. To addressthe problems and utilizing USWC's own cost
data, Staff revised the USWC cogt analysis and the factors USWC used to develop its
proposd. In addition, with the same data, Staff used cost data supplied by USWC to develop
rates for dements not included in the USWC filed tariff.

The Commission supports the Staff view and finds no reason to depart from the
cogting principles established in UM 351, Phase|. Collocation is anetwork functiondlity.
USWC must use the same principles for estimating the cost of providing facilities for collocation
asit usesto estimate the cost of serving other entities that purchase access to the network, such
as basic service customers, cocarriers, and interexchange carriers (1XCs). Power, cables,
conduit, risers, heating and air conditioning systems, and bricks and mortar, generdly, are
necessary components of any type of interconnection, switching, or trangport facilities that
USWC may construct.

USWC s concerns about recovering the real estate costs associated with
placing virtudly collocated equipment in the centra office are unfounded. The costs of the
centrd office, including space that is currently vacant, are dready included in the USWC rate
base. Aslong asratesfor collocation cover the incrementd cost of providing the service,
USWC should be indifferent to the use of the space for collocation. USWC aso raised
concerns regarding the possibility of loss should a collocator discontinue service before dl the
capita cogts arerecovered. AsUSWC isaware, capital costs associated with meeting
customer requirements are included in the rate base. The company is not foreclosed from
including such costs in its rate base and amortizing the costs as a ratemaking expense. This
treatment is no different than the treatment of other capita costs, such as line extensons, that are
incurred by USWC to meet acustomer sneeds.® For the purpose of costing services, then,
collocators should be trested no differently than others that require access to the network.
Collocation dements that are defined in the ONA rules are costs of telecommunication services.

The UM 351 cost principles must be used for these collocation e ements without exception.

8
USWC may address the issue of stranded investment under a price regulation plan in docket UT 124.
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Because of USWC'sfailure to follow UM 351 cogt principles, the Commission
adopts Staff scogt andysis and Staff's identification of additiona collocation eements that were
not included in the USWC tariff. USWC should prepare cost studies for collocation and
interconnection services in accordance with the UM 351 cost principles. In theinterim, rates
for virtua collocation will be based on USWC's costs at the lives prescribed in the UM 351
cost study.

Rates. Ratesfor collocation should encourage the use of collocation to
promote effective competition in the intrastate telecommunications marketplace. Consequently,
rates should be st close to cogt, with ardatively low level of contribution to joint and common
costs. Codsthat are primarily nonrecurring should be recovered on a nortrecurring basis.
Codtsthat are primarily recurring should be recovered on amonthly basis. The Commisson
agrees with Staff that collocation is an access service and not areal estate transaction.
Consequently, the cost to USWC of providing thistype of access becomes part of its overdl
cost of service. To encourage competition, the portion of those costs to be recovered through
interconnection and collocation charges should be st rdatively close to the incrementa cost of
providing the service.

When deciding which mark-up proposal to adopt, one of the factors that we
consder isthe god of encouraging the growth of competition in Oregon. We agree with Staff,
AT&T, ELI, and OCTA that the rates proposed by USWC will not encourage the use of
collocation. Unnecessarily high rates will impose a burden on collocators and end users and will
impair the development of a competitive market. The record indicates that there was little, if
any, demand for virtua collocation a USWC's current interdate rates. At thetime of the
hearing, there were physica collocatorsin only two USWC centrd offices in Oregon and one
was affiliated with USWC. There were no ESPs or other customers for virtud collocation in
Oregon. Furthermore, USWC s proposed rates for Oregon mirror the interstate collocation
raes. Thereisno demand on the interstate level for those services. Consequently, we have
little expectation that the collocators would purchase intrastate services at USWC's proposed
rates. Infact, Staff reported that one of USWC s contract customers would face a substantial
rate increase if forced to buy the services at the proposed rate.

MCI noted that USWC requires collocators to pay 50 percent of the
nonrecurring charges associated with virtua collocation service, less the quote preparation fee,
prior to ingalation and the remaining 50 percent on the date set for interconnection. MCI
clamsthis shifts cogts to the collocator. We believe that collocators should pay non-recurring
charges associated with ingtalation prior to the time work begins. Since these tariffed charges
include only labor and materids, the outlay by the collocator should not be a barrier to entry.

1
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USWC proposes to prepare the quotation on an individual customer basis

(ICB). The collocator would specify its requirements and USWC would provide an estimate.
The company would determine which rate e ements the collocator must purchase for USWC to
provide the virtua collocation service. USWC's testimony indicated that the quotation process
would be conducted in consultation with the collocator. This procedure is reasonable, so long
astheitemsarein the tariff. We aso adopt the Staff proposal to diminate USWC's proposed
quotation preparation fee. These costs should not be substantial and should be absorbed in the
alowed mark-up.

Staff has calculated the particular rates for each type of collocation service,
USWC did not chalenge the caculation of the Staff rates, but expressed a preference for its
own rate determinations. The Commission concludes that rates should reflect the cost principles
established in UM 351, Phase | and are, therefore, more likely to promote the development of
competition in the telecommunications industry. Staff's testimony concluded that the range for a
reasonable mark-up is 10 to 30 percent. AT& T sopening tesimony referred to a maximum
acceptable mark-up of 25 percent. Inther briefs, AT& T and EL| expressed a preference for
rates based on TSLRIC with no markup. OCTA and MCI argued for rates based on
TSLRIC.

We believe Staff s proposed rangeis reasonable. The rates specified in our
tariff in Appendix A indlude amarkup within that range. We do not subscribe to the
intervenors proposal. In the case of collocation services, rates should contribute to common
cogts, overhead, and other relevant costs of the firm.

Our tariff in Appendix A includes recurring and norrecurring rates for virtud
collocation services based on the TSLRIC of providing those services. The recurring rates
include a reasonable mark-up over TSLRIC. Non-recurring rates are set equal to USWC's
estimated costs of time and materials. The labor rates are based on USWC's proposed virtual
collocation tariff.

Collocator s Inter connecting With One Another

Staff and the intervenors object to the provison in the USWC tariff prohibiting
collocators from directly interconnecting with one ancther in the centrd office. Staff
recommended that USWC be required to alow direct interconnection between collocator
facilities, aslong as the interconnection uses USWC sfacilities. ELI would prefer direct
interconnection, but recommended interconnection usng USWC fadilities, if direct
interconnection is not available.

12
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USWC objectsto such aprovison. It clamsthat it should not have to alow
collocators to by-pass the network within the USWC centrd office. USWC suggests that
collocators can interconnect in buildings outside the centrd office or by other means. In
addition, USWC clamsthat the provison of jumper wires and cross connect facilities necessary
for interconnection between collocators would be unbundled services. Unbundling isto be
addressed in the UM 351, Phase |1 order.

The prohibition againg direct interconnection creates a highly inefficient path for
traffic between the fadilities of two collocators. Requiring collocators to incur additiona costs to
interconnect outside the centrd office is an unnecessary burden to entry. We will require
USWC to alow interconnection between collocators at the centra office, aslong asthey use
facilities provided by USWC. USWC is required to provide such interconnection with bundled
El services and any dements unbundled in the fina order in UM 351, Phase 1.

I mputation

Staff argued that LEC provision of enhanced services to end-users should be
subject to the imputation test set forthin OAR 860-35-080. Therule requiresthat aLEC
offering ONA services on ether a deregulated or regulated basis must charge or impute to its
own enhanced services operation the same tariffed or price listed rates for ONA services that
the LEC offersto its cusomers.

We described the importance of imputation in Order No. 94-1851, at 3:

Imputetion is aregulatory device which imposes a price floor on

LEC services supplied to other providers of telecommunications

sarvices. It requiresaLEC to chargeitself the same pricethat  others
must pay to purchase essentid functionsfor the LEC.  Imputation thus
prevents a LEC from creating acompetitive  advantagefor itsdf by
meanipulaing the price of LEC-supplied components where no
adequate dterndives exist in the marketplace.

USWC asserts that collocation in USWC buildingsis not an essential® or

9
Under ORS 759.050(1)(c), essential function means a functional component of a service necessary to the provision of
the service by a telecommunications provider for which there is no adequate alternative in terms of quality, quantity, or price to the

incumbent telecommunications utility.

13
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bottleneck™® facility, and should not be subject to imputation. We disagree.  Collocation
elements should be treated as essentia functions, until USWC demondtrates otherwise. The
company claimsthat collocation is not an essentia function because entrants have comparable
dternatives in the marketplace. They can rent space from another company or use their own
building. In addition, USWC points out that location in the same building is not necessary for
interconnection. Providers can efficiently interconnect at sgnificant distances from each other.
USWC asserts that designating collocation as a bottleneck facility places the company at a
competitive disadvantage. It should not be required to be the least cost provider of red estate
for facilities used by ESPs, AECs, or IXCs. Each of these types of providers hesits unique
cost advantage. USWC claims that it should not be required to forego an areawhere it does
have a cost advantage to promote competitive entry.

AT&T and ELI raise various clams regarding the necessity for collocation and
the cost of duplicating USWC'sfacilities. Staff recommends that the Commission designate all
elements of collocation as essentid functions, until USWC demondrates that the particular
serviceis not essentid.

Staff's recommendation is consistent with our prior decisons:

The Commission cannot determine a priori that building blocks

offered by a utility are available from competitive providers or

competitive offerings are comparable in quantity, qudity, or  price.
To insure that competitors are not disadvantaged by the exercise of
LEC market power, it isreasonable to treat all building blocks as essentid
functions until the incumbent  telecommunications utility demonstrates
otherwise.

Order No. 95-313 at 2-5.

Until USWC shows that collocation e ements are available from other providers
at comparable price, quantity, and qudity, the eements should be designated as essential
functions. Competitors should not be required to prove that collocation and interconnection
facilities are a bottleneck before the Commission designates the functions as essentia. Such an
obligation would enmesh the new entrants and the Commission in unending regulatory
proceedings, at atime when USWC holds virtually 100 percent of the loca service
telecommunications market in its exchange territory. It is entirely gppropriate that we adopt a

10
An bottleneck facility is an essential element. See order No. 95-313, at 4.
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regulatory policy congenid to competition while USWC retains  market dominance over most,
if not al of itssarvices:  Order No. 91-1598

at 34. When determining the rate floor for USWC's services, the ONA rule and Order No.
94-185 poalicies on imputation should apply.

Our decision on imputation aso appliesto El for collocators interconnecting
with one another usng USWC'sfacilities. USWC clams that this requirement placesit at a
competitive disadvantage because it must impute tariff links to its own network. In our view,
this requirement ensures that LECs and collocators will have smilar underlying cost structures.
This promotes competition and avoids undue competitive disadvantages.

Limitations on the Type of Equipment

The USWC taiff limitsthe type of equipment for collocation to transmisson
terminating equipment. Thisisthe only type of equipment authorized in USWC s FCC tariff.
According to USWC, if collocators can use other types of equipment on an intrastate basis,
they run the risk of violating federd law. Collocators serving customersin two jurisdictions
could violate federd law by handling interdtate traffic on equipment thet is not authorized in the
interdtate tariff. To address that concern, USWC insgts that the Commission adopt FCC
intergtate rates, terms and conditions for virtud collocation. USWC refusesto  transmit mixed
jurisdictiond traffic over facilitiesthat are virtudly collocated only because of this Commisson s
exertion of intrastate authority.  USWC indsts that there be an ironclad means of insuring thet
only intrastate traffic is transported over virtua collocation equipment.

USWC's position is without merit. The Commission is unaware of any legd or
technica prohibition on LECs handling both intra- and interdate traffic on the same facilities. In
fact, LECs carry mixed traffic on their fadilities dl thetime. IXC trafficis, in part, mixed."
USWC now has a collocated ESP customer that handles mixed traffic.

This issue arises because USWC refuses to submit to the FCC atariff for
equipment, other than terminating equipment, on an interstate basis. The Commission does not
have authority to require USWC to file such atariff, but the Commission does not have to
condone USWC's desire to impede the development of a competitive market for
telecommunications servicesin Oregon. USWC  stariffs should accommodete the provision of
equipment, other than terminating equipment, even if that equipment islimited to intrastate traffic.

11
As OCTA points out, LECs use the percentage of interstate usage (P1U) methodology to bill for toll traffic transported on

their systems.

15



ORDER NO.

The record indicates some customers, such as banks, would be willing to segregeate traffic.
Other customers could assure USWC that they are programming their PBXs to handle only
Oregon intrastate cals. Aslong as the collocators are paying for the equipment, USWC should
be required to offer services that enable collocators to meet the needs of their customers.

USWC offers another reason to limit its offerings to transmisson terminating
equipment. It clamsthereis no demand for other types of equipment. Staff, OCTA, AT&T,
and ELI point to USWC's high rates to explain the lack of demand. We conclude that
USWC's proposed service offerings are so limited thet it isimpossible to determine if there will
be a demand for the service. The company gave no technica reasonswhy it is refusng to
virtualy collocate equipment other than terminating equipment on the federdl level."* Asaresult,
we will not accept lack of demand as arationde for limiting the type of equipment that can be
virtualy collocated in acentrd office.

L ease Back of Equipment

The record includes severa options for collocators to provide virtua collocation
equipment to USWC. USWC's tariff providesfor ano cost lease. Under this method, the
collocator obtains the equipment and transfers possession to USWC viaano cost lease.
USWC holds exclusive possessory rights to the equipment.  Title to the equipment does not
passto USWC. USWC offers such atermin its interdtate tariff.

MCI wants the option of aone dollar lease back that actualy provides for
temporary title transfer of the equipment to USWC. MCI indicated that most other LECs
provide this option. Staff and AT& T supported the sde-1ease back method, where the
collocator purchases the equipment from the vendor and then sdllsit to USWC for one dollar.
USWC then leases the equipment back to the collocator. USWC hastitle to the equipment. A
find method isthe LEC purchase option. Under this method, the LEC purchases the equipment
and leasesiit to the collocator.

MCI suggested that the Commission adopt a method of acquiring the equipment
that avoids taking issues such as those addressed in GTE, supra. Apparently, the theory is
that, if USWC can be designated owner of the property, it cannot claim that virtua collocation
isphysica invason of USWC's property.

12
Our tariff requires virtual collocators to designate equipment that is compatible with USWC"s equipment and operating

systems.
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We adopt the USWC proposa with adight modification.® USWC offersa
zero cost lease inits interdtate tariff and has volunteered to offer it in Oregon. Wereguire a
charge of one dollar for thelease. In our view, title transfer is unnecessary. The substance of
the arrangement isthe same. Under this method, USWC has possession and control of the
equipment. As discussed below, USWC aso approves the personnd who can ingtall repair,
maintain, and remove the equipment. USWC is required to provide a service with equipment
supplied by the collocator.

AT&T pointsto severd provisons that appear inconsstent with USWC's
declaration thet it will not own the equipment. For example, USWC's tariffs provide that the
warranties for the equipment and access to technica support pass through the collocator to
USWC. These aretypicaly provided to the owner of the property. AT&T indicated that the
warranties may include provisions requiring the manufacturer or sdller to perform maintenance.
AT&T dso indicated that the tariff reserves to USWC the rights of abuyer under the Uniform
Commercid Code. Our tariff in Appendix A clarifies that USWC will assume, through the
lease, the respongibility for ingtallation, maintenance, repair, and remova of the equipment.
USWC will be expected to act in areasonable manner to ensure compliance with warranty
terms or any other obligation that it assumes on behdf of the collocator.

Insurance

Asrequired by OAR 860-35-110(3)(c), the USWC virtual collocation tariff
includes arequirement that collocators obtain comprehengve generd ligbility insurance,
including protection againgt death, persona injury, and property damage. The USWC tariff
requires one million dollars of coverage, the minimum specified intherule. The rule requires that
acompany qudified to do business in Oregon issue the insurance. USWC iswilling to dlow a
collocator to sdf-insure, if the Commisson amendstherule.

MCI clamsthe one million dollar requirement is excessive, unnecessary, and a
barrier to entry. It arguesthat there is no evidence in the record to support the one million
dollar requirement, that USWC isin the position to assure safety and interoperability, that the
equipment must meet industry standards, and that USWC contractors will ingal, maintain, and
remove equipment.

13
OAR 860-35-020(27) provides that, for virtual collocation, customer selected equipment is owned by the LEC. To allow
the use of the \ lease to USWC, we direct Staff to propose an amendment to our administrative rules to modify the requirement

regarding ownership of the equipment.
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AT&T, OCTA, and EL| ask that a self-insurance provison be included in the
tariff. Staff supports the one million dollars of coverage because USWC could bejoined asa
defendant in a suit againgt a collocator. Staff also believes collocators should be able to sdlf-
insure.

The Commission adopts USWC s position on generd liability. The proposd is
congstent with the rule and should be adopted. However, it is gpparent that the rule imposes a
burden that none of the parties believe is necessary. Consequently, we direct Staff to propose
an amendment to OAR 860-35-110(3) to dlow sdf-insurance.

Liability

USWC sproposed tariff includes a provigon thet limitsits liaaility to willful
misconduct for persond or bodily injury. Thereisno liability for persond property or fixtures or
for interruption or service or interference with the collocator sfacilities. USWC s brief states
that smilar limitations on ligbility gpply to customers other than collocators.

OCTA and Staff assert that liability obligations between USWC and collocators
should be the same. They point to OAR 860-35-110(4)(c) which states, A LEC shdl be
required to indemnify the collocated customer againgt degth, persona injury and property
damage caused by the LEC sintentiond misuse or negligence. USWC responds that
collocators should be trested the same as other customers. USWC's tariff for non-collocators
limitsligbility to willful misconduct.

Saff points out thet the limitation on ligbility of apublic utility contained in the
utility stariff isonethat is permitted by the regulatory agency. Limitations of ligbility for less
than gross negligence have been upheld by the Oregon court. Garrison v. PNB, 45 Or App
523 (1980). That kind of limitation, however, is not gpplicable in every Stuation, and, asa
meatter of policy, is open to question. (Compare Olson v. PNB, 65 Or App 422 (1983).)

The issue here iswhether alimitation on liability is appropriate with respect to
entities purchasing service under the USWC interconnection and collocation tariffs. We
conclude that such alimitation should not be authorized for death, damage, and injury. Firg, the
rule provides that LECs shdl indemnify collocators for degth, damage, or injury caused by the
LEC snegligence. Thelanguage of theruleisclear. Second, under these rules, collocators
can expend large sums of money for equipment entrusted to the care of USWC. Thereisa
gregter likelihood that USWC will be diligent in its care of the equipment if it isliable for
ordinary negligence. Finaly, USWC should be responsible to the collocators for its ordinary
negligence, just as collocators are liable to it for their negligence. USWC occupies a different

18
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relaionship with these collocators from its relationship with other cusomers. While thereisno
fiduciary relaionship in the strictest sense, collocated equipment of the customersis under
USWC sexclusve possesson and on Site control. Therefore, USWC sligbility toward these
customers for personal injury and property damage arising from services provided under this
tariff should not be limited to willful misconduct, but USWC should be ligble for its ordinary

negligence as well.

In spite of USWC's request for absolute protection from liability, we will require
willful misconduct as the threshold of liability for USWC with respect to revenue losses arisng
from interruptions in services provided under thistariff. USWC, as a competitor, has an
incentive to delay actions and otherwise interfere with the qudity of service of the collocators.
We are rluctant to alow any limitation of ligbility, but willful misconduct is the sandard for loss
of revenues for services offered under other tariffs. If necessary, the issue can berevidted a a
later date.

USWC's clam that the rule on liability for death, persona injury, and property
damage requires it to give an undue preference or advantage to collocators over other
customers is without merit. USWC assarts that the Commission may not order any terms for
collocators that are superior to the terms offered to other classes of customers. It pointsto
ORS 759.275, which prohibits td ecommunications utilities from giving any customer an undue
preference or advantage.

The key word in the satuteis undue. Commission ordered digtinctionsin
service requirements for classes of customers are not undue, so long asthe didtinction falls
within the scope of the duties and respongbilities granted the Commisson by satute. ORS
759.015 requires the Commission to encourage innovation within the industry by a baanced
program of regulation and competition. Requiring parity between USWC and collocators with
respect to liability will help promote competition in the telecommunications industry in Oregon.

Designation of Contractorsfor Installation, Repair, Maintenance, and Removal Of
Callocator Equipment

Generdly, the parties agree that ingtalation, maintenance, removal, and repair of
the collocation equipment should be performed by USWC or USWC authorized contractors.
AT&T proposesthat al parties develop an acceptable list of third party providerswho are
authorized to maintain and service manufacturer warranties. ELI believes the collocator should
be able to select USWC or the particular USWC authorized contractor for installation,
maintenance and repair of the equipment. OCTA believes collocators should be able to choose
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certified contractors to ingtdl, maintain, and repair their own collocation equipment. AT& T
recommends that the list include equipment manufacturers. USWC asserted that Commission
action forcing it to dlow third persons to occupy its premises may cause USWC to challenge
the Commisson's virtua collocation rules.

AT&T isconcerned about the level of service that USWC will provideto
collocators for repair and maintenance of equpment. AT& T recommends that USWC's tariff
include standards for response time in case of outages. AT& T aso noted that USWC will not
mantain spare equipment. AT& T fears these omissions will delay the responsetime. USWC
responds that there is no demonstration that the requested provisions are necessary. It dso
clams Oregon law prohibits USWC from giving collocators specid trestment. In its brief,
USWC committed to providing response times consistent with reports of trouble for
comparable services.

We agree with USWC and Staff that USWC is entitled to designate the
persons respongible for ingdlation, repair, maintenance, and remova of equipment. We see no
reason why USWC should be required to maintain pare equipment for the benefit of the
collocator. However, USWC's assartion of its right to designate personnd carries with it the
obligation to minimize cost and complete work in atimely, prudent, reasonable manner.
Accordingly, if USWC's labor contracts permit the use of third party contractors, we require
USWC to develop alist of approved contractors. USWC must alow the collocator to select
the contractor from the ligt.  To provide additiond flexibility, our tariff aso provides that
USWC and the collocator may mutually agree to a contractor that is not on USWC's lis.

We agree with USWC that it should provide virtud collocators a response time
consstent with trouble conditions for comparable services. In our view, that means the same
response time that USWC provides for its own interconnections with other LECs. The
appropriate response time standard is  immediately.

Training

ELI and AT&T asserted that collocators should be able to train USWC
personnel in maintaining and repairing collocated equipment. ELI and AT& T would assure that
the training and personnel are accredited or certified. USWC offered areasonable dternative.
USWC will train three personsin each metropolitan area. Training charges will be based on the
number of hours the employees are in training and the direct expenses incurred by USWC.
USWC isdso willing to dlow the option proposed by ELI and AT&T. We conclude that the
tariff should include both options.
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To minimize cogts, ELI asksthat USWC be required to inform the collocator
whether training charges will be incurred for ingtaling collocation equipment. 1t asksthat
USWC provide alist of standard equipment that does not require USWC to incur training
cogs. USWC should make the information available.

Fiber in Entrance Facilities

USWC's tariff requires that collocators use fiber optic cabling for
communications entering the centrd office. This provison would diminate copper and coaxia
cable asameans of carrying communications to and from the collocators  fadilitiesin the centra
office. USWC saysthis provison is necessary because of space limitationsin entrance facilities.

OCTA observed that there is no evidence on the record regarding the exhaustion of capacity at
entrance facilities or the inefficiency of non-fiber options. Staff pointed out that fiber is
considerably more expensive than copper or coaxia cable.

Our tariff will not include this limitation. Firg, thereis no evidencein the record
to support USWC's proposed limitation to fiber optic cabling in its entrance facilities. In
addition, the Commission's rules adequately addressthisissue. OAR 860-35-110(6)(c) and
(7). Therules provide that the Commission's Staff will ingpect the proposed point of virtua
collocation to determineif thereisalack of space. If thereis, the LEC may deny virtud
collocation and offer reasonable dternatives as st forth in the rule. The Commission's dispute
resolution procedures are available to resolve the dispute, if necessary.

Miscellaneous Tariff Provisons

Ordering service. AT&T raised anumber of concerns regarding the operating
provisons of the tariff. AT&T points out that ordering El requires exchange of paper through
the mail. 1t recommends the process should be automated to cut down the amount of time
necessary for the collocator to work out terms and conditions with its cussomers. AT&T clams
the unnecessary time is a barrier to entry and underminesAT& T s position with a customer--a
customer for whose business USWC may be competing. USWC responds that automated
ordering interfaces may disadvantage smal customers. But it will provide such interfaces if
volume of demand for intrastate virtua collocation warrants the expense.

The Commission will not require automated ordering interfaces. However,
USWC'stariff should not prohibit the exchange of paper by fax, persond ddivery, expedited
ddivery, or other reasonable means of ddivery.

Availability of virtual collocation. AT&T arguesthat offices where virtua
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collocation is available should be listed in the Oregon tariff. USWC responds that the Oregon
tariff refersto the Nationa Exchange Carriers Association (NECA) tariff so state and federa
virtud collocation availability will be consstent. We concdlude that USWC should ligt inits
intrastate tariff the centra officesin Oregon that can accommodate virtual collocation. This
information should be easily accessible to collocators.

AT&T and ELI dso object to the tariff provision that makes USWC solely
responsible for determining whether virtua collocation arrangements are available from its wire
centers. We conclude that the dispute resolution provisonsin our rules adequately addressthis
issue. OAR 860-35-130. That rule provides a dispute resolution procedure before the
Commission if acollocator objectsto a LEC denid of arequest for ONA services. While
USWC may make the initid determination regarding the availability of collocation arrangements,
the Commisson will meke thefind decison.

Payment due date. AT&T aso objectsto the tariff provision regarding
payment upon indalation of the equipment. AT& T asserts USWC is not meeting due dates
and ingtdlation may not mean the equipment has been tested and placed in service. AT&T
requests that payment not be due until the equipment has been placed in service. MCl adds
that for other services, USWC is paid on service ddivery or after service was used for the first
tariff period. USWC responds that testing includes USWC and collocator testing. It points out
that collocators may delay their own testing for reasons unrel ated to whether the equipment has
been ingtalled properly, including alack of customers.

We find that the USWC tariff provison isreasonable. The tariff providestha,
a thetime of initid ingtdlation, USWC will cooperatively perform acceptance testing on the El
equipment. The testing will be conducted in accordance with the manufecturer s
recommendations. We conclude that once these testing procedures have been met, USWC
should be able to begin charging for the collocation services. Furthermore, under our tariff in
Appendix A, nonrecurring charges are reasonable and should not be a barrier to entry.

Discontinuation of service. AT&T asks the Commission to require USWC
to change the provision that provides that any changes or modificationswill result in cancdlation
of the El order and will forfeit dl or a portion of the non-recurring charges. AT& T asserts that
such aterm is not commercidly reasonable and is not consstent with the interdtate tariff.
USWC did not respond to this criticism.  We will adopt a modified verson of USWC's
intergtate tariff provisons on discontinuation of service. Changes or modifications to a finaized
order will result in cancellation of the order. The virtua collocator will receive arefund for paid
nonrecurring charges, less any direct costs aready incurred by the company. The collocator
may ask that the refund be gpplied to anew order. The company will bill the collocator the

2
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amount by which the charges for tariffed items provided to the collocator exceed the paid
nonrecurring charges.

AT&T asksthe Commission to modify the tariff provisions regarding remova
and return of equipment. The tariff provides that USWC will provide a quote for the cost of
removal. AT&T asksthat this service be tariffed based on costs. AT& T aso points out that
the tariff only permits the collocator seven days to pick up the equipment, after which USWC
will dispose of the equipment and keep the proceeds. AT& T asksthat collocators be given a
commercidly reasonable time to remove the equipment, after which USWC should return the
equipment COD. AT&T clamsthe tariff requires the collocator to indemnify USWC against
clams arisng from the disposd of the collocator s equipment. This requirement derivesfrom
the tariff provision that alows USWC to dispose of the equipment.

The Commission agrees that removal of equipment should be based on tariffs.
The same process for ingdling equipment should be used to determine the costs of removal.
The USWC tariff givesthe collocator seven days from the remova date jointly negotiated by
the collocator and USWC. Wergect that provison. The record indicates that equipment
vendors and designated contractors require 30 to 45 day notice for disconnecting and removing
collocation equipment. We believe 35 days from the jointly negotiated date will permit
adequate time to schedule removal of the equipment, while protecting USWC from the
possihility that a collocator will use the space for long term storage. Given the consequences of
failure to remove the equipment, collocators should have a reasonable time to make necessary
arrangements. We do not adopt AT& T srequest that USWC return the equipment COD.
The provision alowing USWC to keep the proceeds from the sde of the equipment is
unreasonable. If USWC isrequired to sdl the equipment, it may deduct from the proceeds any
outstanding balances plus any reasonable expenses associated with removing the equipment and
sling it. The remaining amounts, however, should be tendered to the collocator.

AT&T objectsto the provisons governing involuntary discontinuance of
sarvice. AT&T asksthat discontinuance be limited to failure to pay amounts owed USWC, not
failure to meet any term or conditions. The USWC tariff provides thet in the event the
collocator failsto comply with the terms and conditions of the tariff/price list, and the company
discontinues service, the company may remove the equipment and digpose of it in any way it
seesfit. If the equipment is sold, USWC can keep the proceeds. We conclude that USWC
must modify the notice procedures and provide the collocator an opportunity to cure afalure to
comply with the terms of the tariff. We conclude that USWC shdl provide, by certified mail, 28
days notice of itsintent to discontinue service. The notice period begins when the notice is
delivered to the collocator. The collocator shal cure the defect within that period or negotiate a
date to remove its equipment. If USWC isrequired to sl the equipment, it may deduct from
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the proceeds any outstanding balances plus any reasonable expenses associated with removing
the equipment and sdlling it. The remaining amounts should be tendered to the collocator.

Recommendationsin the staff proposed tariff. Initstariff, Staff proposes
that the Commission order USWC to permit on Site monitoring, testing, and control of virtud
collocation equipment. USWC objects that these on Site activities condtitute ataking. Our rule
does not require on site monitoring. OAR 860-35-110(6)(f). We will require USWC to
permit remaote monitoring, testing, and control of virtua collocation equipment.

The Staff dso recommends in itstariff that, if there is a dispute between the
collocator and USWC over available space a the USWC premises, Staff will investigate and
determine if spaceisavailable. USWC damsthis procedure authorizes Staff to make binding
determinations without an evidentiary record. USWC isfully aware that it may request a
hearing if it disagrees with a Staff determination.

Finaly, the Staff proposed tariff provides that USWC pay the cost of moving a
collocator s equipment, if USWC determines that such amove is necessary. USWC clams,
without further explanation, that this gives the collocator a preference over other customers.
USWC's argument is rejected.

Paoint of I nter connection

A point of contention between the parties was whether USWC should
designate the point of interconnection or whether the point should be mutualy agreed upon.
The Commission has addressed thisissue in Order No. 96-021, with respect to dternative
exchange carriers. The same policy should apply here. We dtated:

Consstent with our decison that AECs should betreated as  cocarriers, the
Commission finds that the gpplicants should be permittedto  interconnect with
incumbent providers on the same terms and conditions that LECs have used to
interconnect their telecommunications networks. This process contempl ates that
the interconnecting parties will negotiate mutualy acceptable locations where
network facilities can bejoined. In some cases, carriers will decide that the most
efficent connection will be at the end office of one of the carriers. In others, it may
be more convenient and less costly to establish meet points to connect network

facilities. Because these decisons will vary on a case by case bads, the

parties are in the best pogition to determine the manner in which
interconnection should take place. We dso agreewith TCG that the  parties
will bargain on more equd terms and have a grester incentive to agree upon the



ORDER NO.

mogt efficient interconnection if dl costs associated with the construction of
facilities are shared equally.
At 68.

The Commission anticipates that USWC, GTE and the applicants will

negotiate in good faith and will establish mutually acceptable  interconnection
arrangementsin the vast mgjority of cases. Where parties are unable to agree,
they should notify the Commisson withinthreedays.  We will then take the steps
necessary to resolve the dispute on an  expedited bass.

At 69.

CONCLUSION

Virtud collocation has the potentia of expanding the options available to AECs,

IXCs, and ESPs to provide telecommunications servicesin Oregon. In order to provide
customers additiond choices, collocators must have reasonable access to the

telecommunications fecilities of the LECs. GTE, United, and PTI were able to reach
agreements with Staff, AT& T, ELI, and OCTA on reasonable conditions for collocation.
Because USWC was unable to reach such agreements, our order sets forth our views on the
gppropriate terms and conditions for USWC's relationship with collocators. In our view, these
decisons will promote the development of a competitive telecommunications market in Oregon.

The Commission aso takes notice of the recent passage by Congress of the

Teecommunications Act of 1996. Under that act, LECs are required to offer physical
collocation. We expect that as that enactment is implemented, this proceeding may be
reopened.
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ORDER

IT ISORDERED that:

1. Within 30 days of the effective date of this order, U SWEST
Communications, Inc. shdl fileavirtud collocation tariff adopting the tariff
attached to this order as Appendix A. When the tariff isfiled, U SWEST
Communications, Inc. may identify any provisons of the tariff in Appendix A
that should be modified to accommodate other USWC tariffs.
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2. Within 60 days of the effective date of this order, USWC shdl file cost
gudies and tariff rates, including amarkup of 10 to 30 percent, for Sonet (e.g.
OC-3, OC-12, and OC-48) services. See Appendix A, page 15.

3. The stipulation in Appendix B between GTE Northwest, Inc. and Staff,
AT&T Communications of the Pacific Northwest, Oregon Cable Telephone
Association, and Electric Lightwave, Inc. is adopted. Within 30 days of the
effective date of this order, GTE Northwest, Inc. shdl fileavirtud collocation
tariff, conggtent with the terms of the Stipulation. If GTE chooses, it may fileits
collocation tariff, including physica collocation, within 30 days of the effective
date of this order.

4. The dtipulation in Appendix C between United Telephone of the
Northwest and Staff, AT& T Communications of the Pacific Northwest, Oregon
Cable Telephone Association, and Electric Lightwave, Inc. is adopted. Within
30 days of the effective date of this order, United Teephone of the Northwest
ghal fileavirtud collocation tariff, consgstent with the terms of the stipulation. I
United chooses, it may fileits collocation tariff, including physica collocation,
within 30 days of the effective date of this order.

5. The dtipulation in Appendix D between Pacific Telecom, Inc. and Staff,
AT&T Communications of the Pacific Northwest, Oregon Cable Telephone
Association, and Electric Lightwave, Inc. is adopted. Within 30 days of the
effective date of this order, Pacific Telecom, Inc. shdl file avirtud collocation
tariff, condstent with the terms of the stipulation. If Pacific Telecom chooses, it
may fileits collocation tariff, including physical collocation, within 30 days of the
effective date of this order.

6. Staff shdl initiate a rule making docket to amend the Open Network
Architecture rulesto:

a Authorize collocators to meet the insurance requirements of
OAR 860-35-110 through sdf insurance.
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b. Eliminate the requirement in the definition of virtua collocation
in OAR 860-35-020 that loca exchange carriers own virtudly

collocated equipment.
........................................................................................ Made, entered, and effective
ROGER HAM ILTON .................................. RON EACHUS .......................
Chairman Commissoner

JOANH.SMITH
Commissioner

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A
request for rehearing or recongderation must be filed with the Commission within 60 days of the
date of thisorder. The request must comply with the requirements of OAR 860-14-095. A

copy of any such request must also be served on each party to the proceeding as provided by
OAR 860-13-070.
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1.0 - -

Thistariff contains regulations, rates and charges applicable to the provison of
virtua collocation services for switched and specia access provided by U S
WEST Communications, hereingfter referred to asthe  Company.

1.1 SERVICE DESCRIPTION

i Virtud collocation is aservice offered by the Company
that providesfor the placement and ingtalation of Customer selected
equipment, software and databases on the Company s premises. Premises
include centra offices, remote network facilities, or smilar locations owned by
the the Company.

2 Virtud collocation is offered in conjunction with
Expanded Interconnection services (EI). Equipment chosen by the Customer
and placed on the Company s premisesisingaled and maintained by the
Company under the provisons of this tariff.

3 The provison of virtua collocation as st forth in this
tariff does not condtitute ajoint undertaking of the Company and the Customer
for the furnishing of any service.

4 All charges for virtud collocation and El will be
determined according to the rates set forth in Section 1.6.

5 With natification to the Customer, the Company may
modify technica, adminigrative, or environmenta procedures to improve virtua
collocation use. The Company will be respongble for costs associated with the
modifications.

.6 The Company will permit a Customer to transmit
information including Sgnding and protocoals, through the Company s network,
without interference or manipulation.
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v To the extent that a Company provides enhanced
services by means of computer software operating in a processor externd to its
centra office switch, the Company will make available to Customers the same
interfaces that the Company uses to enable communications between its
switches and externa processors.

8 The Customer will not have physical accessto the
Company premises. The Company will permit Customers to remotely monitor,
test, and control the Customer s virtua collocation equipment.
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1.2 EXPANDED INTEFRCONNECTION

1 The Company will provide El for connectivity between
any Company provided service or facility and a Customer s fadilities or virtualy
collocated equipment at rates set forth in Section 1.6.

2 Equipment dedicated to a Customer may interconnect
with equipment dedicated to another Customer by means of Company provided
El services.
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1.3 VIRTUAI COI I OCATION

1 Application

i The Customer will submit to the Company a
written application for the provison of virtud collocation. Applications may be
submitted by mail, persona delivery, facsmile, or other reasonable means of
delivery. The Company will maintain records documenting requests for virtua
collocation.

2 The gpplication shdl include evidence of
comprehensve generd liability coverage in favor of the company, including
protection against death, persona injury, and property damage, issued by an
insurer quaified to do businessin Oregon, in an amount of not less than
$1 million.

3 Within 30 days, completed applications will be
processed by the Company on afirst-come, first-served basis. Within such
time, the Company will provide the Customer with an estimate of cogts for
interconnection and collocation, alist of standard equipment that would not
require additiond training costs, and an explanation of the ordering process
necessary to complete the Customer s service request in atimey manner.

4 Any changes or modificationsin the
Customer sfinalized order are cause for cancellation of the order. On
cancellation, the Customer is entitled to arefund of the paid non-recurring
charges less any direct costs incurred by the company. The Customer may
request that the paid nonrecurring charges be applied to anew order.

il

A All centra officesin Oregon that cannot accommodate
virtud collocation are listed in Section 1.7. If the Company dtates that it does
not have sufficient space to dlow for virtud collocation and the Customer
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disputes the Company s assartion, ether party may request the Commission to
resolve the dispute. If space is denied either by the Company or the
Commission, the Company will offer Comparably Efficient Interconnection.
Comparably Efficient Interconnection (CEI) means the provisoning of
interconnection and network functiondities to Customers and the Company s
own operations under the same rates, terms, and conditions, and on an
unbundled and functiondly equivaent bass

3 Equipment

A A Cugtomer may virtualy collocate any type of
telecommunications facilities or equipment. However, dl facilitiesand
equipment must meet industry standards for specific telephonic gpplications.
The Company will cooperate with the Customer to ensure that the Customer-
designated equipment will meet both

1.3 VIRTUAIL COl| OCATION (Cont d)

the Customer s specified needs and be compatible with the
Company s equipment and operating systems.

2 The Company does not guarantee the rdiability of any
Customer-designated equipment. The Company will cooperate with the
customer to resolve any incompatibilities between equipment types.

3 When the Customer orders a DS3 eectrical
cross-connect for use with switched services, the Customer may aso order
DS3 to DS1 multiplexing. DS3 to DSL1 conversion provides an arrangement
that unbundles asingle DS3 digitd circuit at arate of 44.736 Mbps to twenty-
eight DS1 digitd circuits.

4 Software and database virtud collocation will
be limited to facilities designed for externd gpplications such as rgpid ddlivery
platforms, service roads, or memory partitions. All requests for software and
database virtud collocation must be gpproved by the Commission unless there
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is mutua agreement for such virtua collocation between the Company and
requesting Customer.

5 The Customer has a continuing obligation to provide the
Company with al vendor documentation and update bulletins, relating to safety,
ingallation, operation, repair, maintenance, and remova of the equipment. The
Customer will provide adminigrative codes, e.g. common language codes, for
al equipment specified by the Customer and indaled in centra offices. These
codes, commonly obtained from the equipment manufacturer or Bellcore, must
be consstent with those used by the Company.

A4 Lease

A The Customer must provide dl equipment and
software necessary for virtua collocation thet it desires to be dedicated solely
for itsown use. The Company will lease such equipment from the Customer for
$1 in each centrd office where the Customer subscribes to virtua collocation.
The Company will be responsible for ingtallation and maintenance of such
equipment.

2 Upon termination of the lease, the Customer is
responsble for the cost of removing the equipment from the Company s centra
office. Under the provisons of this tariff, the sole purpose of the leaseisto
provide the Company with exclusive possessory rights to the equipment. Title
to the equipment shdl not pass to the Company. All risk of loss shdl be with
the Customer |leasing the equipment to the Company, except as st forth in this
taiff.

1.3 VIRTUAL COI | OCATION (Cont d)
5 Trdning

A The Customer may train three Company
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personnd in each metropolitan areato ingal, maintain, and repair equipment
dedicated to the Customer which is not atype normaly used in the Company s
network. The Company may aso provide the training and charge that
Customer accordingly. In dl cases the trainers must be accredited and
certified.

.6 Paints of Interconnection

i The Customer will bring its cable (fiber, copper,
or coaxial) to amanhole or other designated interconnection point mutually
agreed upon, up to and including the entry to the Company certrd office. This
interconnection point will define the physical demarcation between the
Cusgtomer facilities and the Company network. The Customer will be
responsible for specifying optica to eectrica or speed conversions,
multiplexing, or any other change required to connect the Customer s cable
facilities to Company equipment and facilities.

2 On the Company side of the point of physica
demarcation, the Company will extend facilities for the Customer to the virtudly
collocated equipment or, if requested by the Customer, directly to the Company
network facilities and will determine the point of interconnection between the
virtually collocated equipment and its network, or between the Customer cable
fadlities and its network in the case of adirect connection that does not pass
through virtualy collocated equipment. The Company will be responsible for
providing the necessary facilities for interconnection at the rates and terms set
forth in this taiff.

3 Connection to the Company may be made only
at amutualy agreed upon interconnection point. In the event that a desgnated
interconnection point cannot be mutually agreed upon by the Company and the
Customer, the Commission gaff will investigate at the Customers request, and
the Commission will make thefind determination.

- i . | Reryi
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i Except as otherwise provided in this tariff,
ingtdlation, maintenance, and repair performed on equipment dedicated to a
Customer will be charged to the Customer on atime and materid basis. The
labor charges are set forth in Section 1.6.

2 If the Company s labor contracts permit, the
Company will provide alist of Company approved Contractors for instalation,
repair, or maintenance of equipment. A Customer will then choose ether the
Company provided service at

1.3 VIRTUAI COI| OCATION (Cont d)

tariffed rates or the Company will engage the Customer
selected Contractor to perform the service required. The Company will bill the
Customer the cost of the service provided by the Contractor. The Company
and the Customer may aso mutually agree on a Contractor not currently on the
approved lig.

3 At thetime of initid ingalation, the Company
will cooperatively perform acceptance testing on El equipment with the
Customer. Acceptance testing parameters for El equipment will be conducted
by the Company in accordance with the El equipment manufacturer s
recommendations.

4 If supplementary air conditioning, eectricd, or
other environmenta control devices are made necessary solely by the
equipment leased from the Customer, the Company will provide the devices
and charge the Customer for the cost. Disputes over the necessity of the
devices will be resolved by the Commission.

5 The Company will provide primary and
backup DC power to the Customer s equipment in the same manner that it
provides such power to its own equipment within the centra office.

.6 The Company will work cooperatively with the
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Cugtomer in matters of joint testing, ingalation, maintenance, and repair of the
collocated equipment.

A In the event the Company determinesthat itis
necessary to move the Customer svirtualy collocated equipment, the
Company will be responsible for cogts associated with the remova, transport
and reingalation of the Customer s equipment within the centrd office.

2 The provison of virtud collocation and its
restoration following a service interruption will comply with the provisons of the
Telecommunications Service Priority System (TSP). In order to meet the
emergency requirements of the TSP System, the Company may rearrange
Company conduit, manholes, cable entrances, riser systems, or other Company
facilities occupied by a Customer sfacilities. The Company will make a
reasonable effort to notify the Customer of the necessary rearrangements. If an
emergency is caused by an act or omission of the Customer or by the
Customer s equipment or facilities, the Customer will be charged for such
rearrangement on atime and materia basis.

3 Expansion of the Company s enhanced
services operations will not take precedence over exigting written requests for
virtua collocation. In the event a Company requires space for basic services
thet is otherwise occupied by a Customer, the Company will give the Customer
at least 12 months written notice

1.3 VIRTUAIL COl| OCATION (Cont d)

to vacate. Either party may request that the
Commission resolve digputes between the Company and a Customer regarding
gpace requirements for the Company sbasic service. Customerswill vacate on
alagt-in, firg-out basis or as mutualy agreed by dl affected parties. Customers
so forced to vacate will be offered CEIl arrangements.
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4 Upon discontinuance of service, the Customer
will, at its expense, arrange to have the Company disconnect and remove dl
Customer fadilities and equipment from Company premises.

5 The Company and the Customer will jointly
negotiate a date for disconnection and remova of equipment. The Customer
will arrange for remova of the equipment within 35 days from the jointly
negotiated removal date. If the equipment is not removed within that time, the
Company may sdll the equipment and remit the proceeds of the sdleto the
Customer, less any outstanding balances, plus any reasonable expenses
associated with removing and slling the equipment.

.6 In the event the Customer failsto comply with
any term or condition, the Company will give the Customer at least 28 days
notice, by certified mail, of itsintent to discontinue service. The notice period
begins when the notice is ddivered to the Customer. The Customer must cure
the defect within that period or negotiate a date to remove the equipment. If the
Company isrequired to sall the equipment, it will follow the procedure st forth
in Section 1.3.8.5.

v Repair and movement of collocated equipment
will performed in accordance with the terms of this tariff. See Section 1.3.7.

9 i Obliceti

1 The Company and the Customer will
immediatdly notify the other of any condition that may adversdly affect the
Company sor Customer s network or service. Such conditionswill be
corrected immediately. Work performed on the collocated equipment shal be
in accordance with the terms of thistariff. See Section 1.3.7.
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14 LIABUITY

1 The company shdl not be lidble for any act or omission
of any Customer providing a portion of aservice, nor shal the company for its
own act or omission hold liable any Customer providing a portion of a service.

2 The company shdl be indemnified, defended, and held
harmless by the Customer againgt any claim, loss, or damage arisng from use of
sarvices offered under this tariff involving:

i Clamsfor libel, dander, invasion of privacy,
and infringement of copyright arisng from the materid tranamitted over the
facilities or the Customer s own communications,

2 Clamsfor infringement of patents arisng from
combining with, or using in connection with, facilities furnished by the company,
facilities or equipment furnished by the Customer;

3 All other dams arising out of any act or
omission of the Customer in the course of using services provided under this
taiff;

4 All taxes (e.g. sales, use, gross receipts, excise
or other transaction tax or taxes) relating to the Customer s purchase, sale or
use of equipment in connection with service provided under this tariff;

5 Any equipment leased by the Customer to the
company under thistariff which is defective or unreasonably dangerous, or

6 Any breach of thistariff by the Customer.

3 The Company does not guarantee or make any warranty with
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respect to its services when used in an explosive aamosphere. The Company
shdl beindemnified, defended, and held harmless by the Customer from any
and dl dams by any person arisng from the Cusomer s use of services so
provided.

4 No license under patents (other than the limited license to use)
is granted by the Company or shdl beimplied or arise by estoppel, with respect
to any service offered under thistariff. The Company will defend the Customer
agang dams of patent infringement arisng solely from the use by the Customer
of services offered under this tariff and will indemnify such Customer for any
damages awarded based solely on such claims.

5 The Company sfailure to provide or maintain services under
this tariff shall be excused by labor difficulties, governmental orders, civil
commotions, crimina actions taken againgt the Company, acts of God, and
other circumstances beyond

1.4 LIABILITY (Cont d)

the Company s reasonable control, subject to a credit
dlowance for a service interruption.

.6 The Customer shdl indemnify and hold harmless the Company
from and againg dl liahilities that may result by reason of any infringement or
claim of infringement of any patent, trademark, copyright, trade secret, or other
proprietary right relating to equipment leased by the Customer to the Company
under this tariff and/or the use thereof. The Customer will defend and/or sttle
at its own expense any action brought againgt the Company to the extent that it
is based on a claim that Customer equipment leased to the Company under this
tariff and/or use thereof, infringes any patent, trademark, copyright, trade secret
or other proprietary right.

v Except with respect to its own acts or omissions, the Company
dhdl be indemnified, defended, and held harmless by the Customer againgt any
clam, loss, damage, pendty, fine, ligbilities, or cogts arisng from the
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trangportation, use, packaging, marking, identification, storage, handling and/or
disposition of Customer equipment leased to the Company in connection with
any laws, regulations, rules, ordinances, or orders governing hazardous
materials, hazardous substances, hazardous wastes and smilar items, or
governing environmentd, hedth or safety maiters, including but not limited to the
Hazardous Materias Transportation Act, the Resource Conservation and
Recovery Act, the Toxic Substance Control Act of 1976, the Comprehensive
Environmenta Response, Compensation, and Liability Act of 1980, and the
Occupation Safety and Hedlth Act of 1970.

8 In the absence of willful misconduct, the Company shdl have no
liability for any interruption of the Customer s service under thistariff or for
interference with the operation of the Customer sfacilities, except for a credit
alowance for service interruption.
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1.5 MIRTUAI COI I OCATION RATE FI EMENTS

The recurring rate el ements described below apply to virtua collocation arrangements,
and will be assessed at the rates set forth in Section 1.6:

A Riser, Per Linear Foot - recovers the cost of riser from the point of
interconnection to the virtualy collocated equipment.

2 Conduit/Innerduct - recovers the cost of providing conduit space for the
Customer scableinthe Company scablevault. Thisisthe areainthe
Company s centrd office where the Customer sfacilitieswill enter the building
and splicing will occur.

3 DC Power, Per Amp - recoversthe cost, on a per amp basis, of
providing 48 volts DC power.

4 Expanded Interconnection Service (El) - recovers the cost of providing
hardware to connect the virtualy collocated equipment dedicated to the
Customer to tariffed services provided by the Company. TheEl isapplied ona
connection basis for Sonet, DS3, DS1 or DSO-Basic interconnection. El dso
includes dl necessary Jumper Wires from the Customer s equipment to the
DSX Pandl, Patch Pane or MUX.

14
The Company may provide facilities or equipment including, but not limited to, conduit, riser supports, and termination
frames, in such a fashion that the facilities or equipment is shared or used in common with other parties. Requests by a Customer for

dedicated or special arrangements may result in additional charges.
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1.6 RATESAND CHARGES
it L R
NONRECURRING
MONTHLY
USOC CHARGE
RATE

Entrance Enclosure

Manhole (Shared)
$27.61

Handhole (Norshared)
$15.22

Conduit/Innerduct from

Entrance Enclosures to the

Company cable vault Per foat, $0.42
Core Dirill $363.13

Riser $0.47
Per foot from cable vault

to the Customer-designated equi pment
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1.6

RATE

RATES AND CHARGES (Cont d)
2 ~lina. Solid P

MONTHLY

Fiber Optic Cable,
per foot per 24 fiber
increments
Fiber Cable Splicing
Per setup
Per fiber spliced

Fiber Cable Placement
Per foot in conduit and riser

Copper Cable,

per foot per 25 pair
Copper Cable Splicing

Copper Cable Placement
Per foot in conduit and riser

Coax Cable RG59,
per foot

Copper Cable Splicing

Copper Cable Placement
Per foot in conduit and riser

ORDER NO.

NONRECURRING

USOC CHARGE

$417.43
$ 17.40

$0.05

$ 166

$ 91.27

$ 166

$0.20

$ 91.27

$ 1.66

$0.012
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1.6 RATES AND CHARGES (Cont d)
3 | idificai

NONRECURRING
MONTHLY

usoC CHARGE
RATE
-48 Volt DC Power,
per ampere/per month $7.52

-48 Volt DC Power Cable
Instalation per foot per A
and B feeder pair from
power source to the
leased physica space

20 amp feed $50.00 $.28

40 amp feed $68.81 $.38
60 amp feed $86.42 $.48

ACpower parwett $.06

Humidification
per leased physical

space $56.45
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1.6 RATES AND CHARGES (Cant_d)
4 Expanded Interconnection (EL)
NONRECURRING
MONTHLY
USOC CHARGE
RATE

El per termination
AndogPLTS TYLCA $467.44 $4.02
DDS TYLUA  467.44

4.02

1544Mbps  TYLDA  313.25 17.22
44636 Mbps TYLEA  329.00 52.50
0oc-3" XXXX XXXX XXXX
0C-12° XXXX  XXXX XXXX
OC-48 XXXX XXXX XXXX

El Equipment bay - Rack space
per shelf $5.61

15
Within 60 days of the effective date of this order, USWC shall file cost studies and

tariffs for these services. The tariff rates shall be at cost plus a markup of 10 to 30 percent.

49
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RATES AND CHARGES (Cont_d)
5 L abar Charges
Norma
Out of Busness
Normal
Hours
Busness Hours

Virtud Equipment Maintenance

per 1/2 hour/per technician. $20.48
$31.33

Virtud Training $23.98
per 1/2 hour or fraction thereof.

El Equipment Ingtdlation, Change, Removd.  $20.48
$31.33
Labor per 1/2 hour / per technician.

El Enginesring Ingdlation, Change, Removal

Labor per 1/2 hour / per technician. $25.79
$39.30
| nspector Labor $22.00 $37.41

Labor per 1/2 hour / per technician.
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17 SERVICEAVAIL ABILITY

1 All centrd officesin Oregon where virtud collocation services
are not available shdl be ligted in this Section.



